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Mr. D. A. GRANT (instructed by Mr. R. Webster Storr) 
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( President ) : Before Mr. Fay opens the case for the 
Commission, it would no doubt be convenient if I were 
to say what arrangements we propose to follow. 

We shall sit today and tomorrow and on Monday, 
and on Tuesday if it be necessary. Unless there be some 
objection to it, we shall adopt the course that we have 
followed of late at these Inquiries ; that is to say, of 
hearing the whole of the Commission’s case before any 
cross-examination is directed to their witnesses. We 
shall not in any event be able to resume the Inquiry 
before the 26th or 27th January, because this hall, which 
is the only one which at the moment we can secure, 
will not be available until then. 

If a date round about the 26th or 27th January is 
inconvenient to anybody, perhaps at some stage, but 
not now — preferably tomorrow — they would tell us and 
we shall take their objection into serious consideration. 
I think those who might find the date inconvenient at first 
sight might bear in mind that as the proceedings are 
printed at once, it is not, so far as I can see, imperative 
that every Objector should be present when every other 
Objector presents his arguments or examines his witnesses. 
Perhaps to a. large extent that is a matter for the 
Objectors who think they might not be able to be here 
on the 26th or 27th January, if that date should be fixed 
for the resumption. I think that is all I need say about 
that at the moment. 

{Mr. Fay) : May it please the Tribunal ; in this Applica- 
tion I appear for the British Transport Commission with 
my learned friend Mr. Patrick Browne. The course which 
you have suggested should be followed is one which has 
been followed in recent years in these Inquiries and it is 
one which certainly commends itself to my clients. I 
think perhaps it will not be unpleasing to many persons 
present if I say that I hope to be able to finish opening my 
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case, and with the assistance of my learned friend call the 
four witnesses the Commission wish to call, by the close of 
next Monday, so that the final day which has been set 
aside tentatively will, I sincerely hope, not be required 
for that purpose ; that, I venture to think, in view of the 
season, is perhaps not unwelcome news to many of us. 

There are a great many Objectors here, Sir ; it is not 
the custom to introduce to the Tribunal those who appear 
on behalf of whom — their names are taken in another 
fashion and will appear on the Shorthand Note. Perhaps, 
however, you would permit me to make a quite unprece- 
dented departure from that course, in order to welcome 
to these deliberations the distinguished figure of Mr. Milner 
Holland, who appears for the London County Council. 

(. President ) : And to add to that our regret that we have 
lost the distinguished figure of Mr. Geoffrey Lawrence! 

{Mr. Fay ) : Yes, Sir ; the considerations are very nicely 
balanced. 

This Scheme which, with my learned friend, I hope to 
convince you is a proper Scheme to be approved by this 
Tribunal, is a Passenger Charges Scheme designed to replace 
the existing Passenger Charges Scheme which was 
approved by this Committee last year. In form and m 
drafting the Scheme is one which is familiar to those of 
us who have been through previous Inquiries ; there is no 
significant departure from the way in which the Scheme, 
as a matter of drafting, is put together. But, Sir, in essence 
and in its effect it is a different Scheme, and the number 
of Objectors who have lodged Notice of Objection to this 
proposal testifies no doubt to the fact that that is appre- 
ciated by those who are interested. 

It is in the terminology which has already been bruited 
abroad, a headroom Scheme. Hitherto, as we all know, 
passenger charges schemes, although they have in form 
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provided for maximum fares, have with one significant 
exception always in fact provided for fares which every- 
one who was present at the Inquiries knew were going to 
be the actual fares. The exception, which is not without 
significance, is that of the British Railways ordinary fare 
which has up to last year been a small amount of difference 
between the actual and the maximum, that difference being 
what, in the parlance adopted, we have always called 
“ headroom 

This Scheme sets out to provide true maxima ; maxima, 
that is to say, giving a headroom in the case of all fares. 
Hitherto Railway Managers — and I emphasise “ Railway ” 
in opposition to the operations of London Transport — 
have been unable to use price as they would wish to do 
and as all other providers of goods and services have been 
able to use price, as a flexible instrument for the obtaining 
of maximum reasonable revenue. They have had this 
degree of flexibility ; they have had flexibility downwards, 
and they have made use of it, as you know, Sir, whenever 
occasion presented itself ; but they have been hampered, 
as you will hear, by the absence of a similar and corre- 
sponding flexibility upwards, and this Scheme is designed 
to remedy that state of affairs. 

It is designed to give the Railway Managers a measure 
of freedom to manage which has hitherto been denied 
to them. I say at once — and it is right that I should — 
that there is a difference of approach in this matter as 
between British Railways in their operations outside the 
London area and the approach of London Transport ; 
there is a difference — and I will adumbrate it in detail 
later on — not only in approach but also as you will have 
discerned, in the amount of headroom which is proposed. 
There will be a difference, as you will hear, in the test 
which it is proposed to apply and which we propose to 
go into in order to determine the amount of that head- 
room ; and there is a difference in the use which is to 
be made of it, if it is granted to us, by those two bodies 
respectively. As I say, Sir, I will go into the details of 
both approaches presently, but I do ask everyone who 
is concerned to keep in mind that the case of British 
Railways outside London is one thing, and the case for 
London Transport and the London area as a whole is 
another. 

As I say, Sir, this Scheme is intended to be a true 
maximum Scheme, and to that extent it has, at any rate 
on the British Railways side, a considerable resemblance 
in approach to that with which you became so familiar 
in the protracted Inquiry into the Merchandise Charges 
Scheme a few years ago. It contrasts in line with that 
Scheme very much with what Mr. Geoffrey Lawrence 
on the last occasion described as the “hand-to-mouth” 
passenger schemes which have been presented, I fear, at 
annual intervals since 1951 or 1952 to stop the gap which 
had emerged year by year created by increases in costs 
and other factors affecting the net revenues of the bodies 
with which we are concerned. 

Because it is a true maximum Scheme, the maxima are 
necessarily at higher levels than have appeared in Schemes 
previously, and no doubt it is the size of the figures 
which they saw in the schedules which has attracted the 
attention of so many Objectors — 62 in all, I think. 

Let me emphasise to them, if I may, that this is an 
enabling Scheme. There is no intention on the part of 
the British Transport Commission, if this Scheme is 
confirmed, as we hope it will be, of suddenly advancing 
fares either in London or outside London. The Com- 
mission have said, and I repeat, that there will be no 
general increase in fares for the next six months. That 
is a statement of policy which they have already made. 
I had better repeat it in the precise terms of my instruc- 
tions, because it is no doubt an important pronouncement. 
It is this: The Commission will not make an overall 
increase in ordinary fares or season tickets effective within 
the next six months. This must not be taken as precluding 
the Commission from making selective increases in these 
or in any other categories of fare within that period, 
and if of course you, Sir, approve a Scheme which permits 
them to do so, the Scheme with that approach basically 
from the standard of headroom is one which looks ahead 
not to the year which stretches immediately in front of 
us, but a little further ahead. No one can prophesy what 
the future will bring, and that is perhaps as true, if not 
more true, of the transport world than of any other 
field of commercial activity. But in present circumstances 
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it is the hope of the Commission that this Scheme, if 
confirmed unaltered, will enure for some time, and it is 
the hope that it will stop the procession of annual Appli- 
cations which have been a feature, I think, of the greater 
part of this present decade. That is one of the aims of 
this method of approach. 

Still by way of a general introduction to the case 
which I am here to present, let me glance, if I may, 
at the main differences between this Scheme and its pre- 
decessors. The maxima laid down, both for ordinary 
tickets — that is on railways throughout the country and 
on road services in the London area — and season tickets, 
and the maxima for excess luggage charges on British 
Railways and for the day returns on British Railways in 
the London area, are sought to be high enough to enable 
the objects which I have briefly sketched to be obtained; 
that is the first and of course the most important feature 
of this Scheme. 

Secondly, Sir, the Scheme, as has been observed of 
course, omits any reference to early morning fares. That 
is perhaps no surprise to you and to your colleagues, 
because on occasion after occasion when we have been 
before you, we have said to you that the policy 
of the Commission was to move gradually towards the 
abolition of these early morning fares, the descendants of 
the old workman’s ticket and a feature which is out of 
place as a social measure in our modern economy. That 
does not mean, of course, that workmen’s tickets — now 
early morning tickets — are going to be abolished if this 
Scheme is approved, by a stroke of the pen. The Com- 
mission wishes to have a discretion in the matter — a dis- 
cretion which, on past record, I should submit the 
Commission should be trusted to exercise reasonably and 
mercifully. There is no intention to inflict a sudden 
hardship on anyone where it can be avoided ; but those 
early morning fares which will continue if the Scheme is 
approved, will continue as discretionary fares, just as in 
the Provinces the cheap day returns which are so general 
in the Provinces on the British Railways system are dis- 
cretionary fares to-day. Those are major matters to which 
I dare say your attention will be called by the Objectors 
as well as by the Commission. 

There are some minor amendments to the previous 
Scheme — minor alterations or departures. Perhaps I 
might just mention them ; the first is that we seek power 
to charge on British Railways a reasonable charge by 
way of a supplementary fare for certain trains and 
vehicles ; that appears in the 9th Schedule to the draft 
Scheme, paragraph 3, and I can pass from that by saying 
that what is in mind is a supplement as is in existence 
to-day on Pullman services. The Pullman services, of 
course, are provided by the Pullman Company ; if de luxe 
expresses are provided by British Railways, they seek to 
have power to charge a similar supplement. 

The next minor amendment is the abolition of the last 
halfpenny in the scale of maximum fares ; that is the 
halfpenny produced by the provisions which have hitherto 
appeared as regards children’s fares. All other fares are 
rounded to a penny ; children’s fares have hitherto been 
rounded to a halfpenny, and it is thought out of place, 
in a headroom Scheme within which, of course, the 
Commission will have power to do what it thinks fit 
for example, if it wishes to retain the halfpenny. But 
it is also out of place to-day, in view of the real value 
of money ; the halfpenny was the smallest figure in the 
scale before the war. and of course the pre-war halfpenny 
is worth a good deal than the present-day penny. There 
were no farthings before the war, and we submit it is 
right that there should be no halfpennies to-day. 

The third minor amendment is that we seek authority 
in London on the service of all-night buses which oper- 
ates in this Metropolis to charge a rate up to the maximum 
of double the ordinary rate for the corresponding 
ordinary. The reason for that is probably obvious, but I 
shall elaborate it in due course. 

So much, Sir, by way of outline introduction. I shall 
deal presently with details of the Commission’s case both 
as regards British Railways outside London, and then as 
regards the London area, but before I do so, may I go 
back, with your permission, and look at the statutory 
framework within which this exercise has to be conducted. 

To the Court and to many persons present, this is per- 
haps going over what has been said and heard many 
times, but in my submission it is not without its utility 
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to glance at the statutory framework, for two reasons. 
One is to re-establish the principles which should be 
applied in the construction of a Charges Scheme whether 
for passengers or for anyone else, and to remind Objectors 
of considerations which in our view ought to be kept con- 
stantly in mind, and which, judging by the contents of 
some of the Notices of Objection, are not altogether clear 
to some of the Objectors. 

It is right, I think, that I should make clear in this my 
opening speech what the British Transport Commission’s 
case is, and how it is based within that framework ; it is 
also of assistance to look at the statutory provisions in 
order to explain, in the light of the changes which have 
been made in those statutory provisions, the departures 
in this Scheme from the plan or effect of previous Passen- 
ger Schemes. 

May I glance first at the Transport Act, 1947. Without 
recourse to any individual section, may I remind us all 
that this was the Act which nationalised those parts of the 
transport industry which were nationalised, and may 1 
also remind the Objectors of this, that a fundamental fact 
which emerged from the nationalisation provisions of 
that Act was that the capital of the vast undertaking then 
constructed was and is loan capital with a fixed rate of 
interest, the greater part of it guaranteed by the Govern- 
ment. From that fact, which of course is basic and which 
we all know, two points emerges which are sometimes 
lost sight of — not by the Court I am sure, but by some 
of those who draft Notices of Objection perhaps. 

Firstly, those who have to service the capital — that is 
in this case and in the case of the Transport Act the 
users of the facilities provided by the British Transport 
Commission — enjoy the advantages of a comparatively 
low rate of interest. That is one fact which emerges ; 
the other, and perhaps the more important fact, is that 
there are no shareholders to cushion the lean years. 
In an undertaking with share capital it is of course the 
shareholders who act as the kind of equaliser or safety- 
valve ; they can draw profits higher than normal in good 
years, but they have to forego them in the bad years 
when they come — they are the cushion, in the parlance 
which has been employed in this connection in the past. 
With a nationalised industry, the whole of whose capital 
attracts a fixed rate of interest, there can be no such 
cushion in that direction, but a cushion is essential in the 
case of the supplying of a service like transport (or like 
electricity for that matter) in which there are fluctuations 
in demand and changes in conditions from year to year — 
and I shall come to that— and I submit the statute is 
clearly concerned with the object of providing that very 
cushion. 

Let me now look at another salient matter in the Act, 
which conditions Charges Schemes. I turn to Section 3, 
subsection (4), of the 1947 Act ; that provides as follows : 
“ All the business carried on by the Commission, whether 
or not arising from undertakings or parts of under- 
takings vested in them by or under any provision of 
this Act, shall form one undertaking, and the Commission 
shall ’’—and word “ shall ” is employed, so it is mandatory 
— “ conduct that undertaking and, subject to the pro- 
visions of this Act, levy such fares, rates, tolls, dues and 
other charges, as to secure that the revenue of the Com- 
mission is not less than sufficient for making provision 
for the meeting of charges properly chargeable to revenue, 
taking one year with another ”. It is that which you 
have heard ad nauseam in these proceedings ; it is of 
of course the fundamental provision requiring the Com- 
mission to pay its way and requiring those who employ 
the services of the Commission, taking one year with 
another, to provide sufficient revenue for the matters there 
described. 

Before I comment further, Sir, may I go on to look 
at a section which may conveniently be read with this 
one ; that is Section 93. I do that because that is the 
section defining, as you know, what are in fact, in the 
phrase employed in Section 3, subsection (4), “charges 
properly chargeable to revenue ”. 

Section 93 reads as follows : “ The Commission shall 
charge to revenue in every year all charges which are 
proper to be made to revenue, including, in particular, 
proper allocations to general reserve, proper provision for 
depreciation or renewal of assets and proper provision 
for redemption of capital, and all payments (including the 
payments which are by the relevant provisions of this 
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Act, or by any other relevant statutory provision, to be 
deemed to be capital payments) which fall to be made, in 
lieu of any other form of compensation, to any local 
authority ”, I do not think I need read the rest, except 
that it ends : “ and references in this Act to charges properly 
chargeable to revenue shall be construed accordingly ”. 

So, in the statutory duty to pay its way is included a 
statutory duty to make proper allocations to a general 
reserve and to make proper conditions for depreciation 
or renewal of assets. I trust the relevance of that will 
become clear later on in my observations. 

The general reserve which is spoken of there is dealt 
with in the preceding section. Section 92, and perhaps I 
might refer to that. 

Subsection (1) of that Section provides that the Com- 
mission shall establish and maintain a general reserve, 
and subsection (3), which is of significance in the present 
context, is this : “ It is hereby declared that one of the 
purposes of the general reserve is the prevention of 
frequent fluctuations in the charges made by the Com- 
mission, and the powers of the Commission in relation 
to the general reserve shall be exercised accordingly ”. 

There, Sir, is the machinery, clearly set out by the 
Act to provide the cushion in the place of that which under 
private enterprise would be provided by the existence of 
a body of shareholders. These provisions, of course, are 
directly in point in these proceedings, not only because 
they appear in the Acts, but also because of the specific 
provisions of Section 85, if I might refer to that. It 
reads : “ Neither the Commission nor the Transport Tri- 
bunal shall do anything in the exercise of their respective 
powers as respects charges and the submission, confirma- 
tion and alteration of charges schemes which in their 
opinion will prevent the Commission from discharging 
the Commission’s general duty to secure that their revenue 
is not less than sufficient for making provision for the 
meeting of charges properly chargeable to revenue taking 
one year with another ”, and words follow which are 
immaterial on this point. 

Having referred to those sections, I can sum up what 
is my submission upon the Scheme and the Act — 
these sections being unrepealed and still in force to- 
day, unlike some other sections in the Act — and that 
is that the Scheme, in my submission, is that, taking one 
year with another, the users of the services shall pay all 
the sums which are properly chargeable to revenue, and 
that includes : Firstly, working expenses ; secondly, interest 
on loan capital ; thirdly, a proper allocation to General 
Reserve, and fourthly, a proper provision for depreciation 
or renewal of assets, and it is the principle of the Act, 
is it not, that any Charges Scheme considered by this 
Court, under the provisions of that Act, must not conflict, 
by reason of Section 85 of the Act, with any of those 
objects? 

I do not lose sight of the fact that those provisions 
apply to the Commission as a whole, and, so far as the 
law is concerned, it would, I suppose, be well within the 
powers of the Act if a prosperous activity were called upon 
to subsidise permanently an activity which was less pros- 
perous, and called upon so to subsidise it with a view to 
keeping down the revenues of that other activity. In 
law that would be possible ; but in all fairness and in com- 
mercial practice— and, after all, this is a commercial under- 
taking — that would, in my _ submission, be quite wrong 
as a permanent policy. If it happens from year to year 
casually because one activity is doing well and another is 
not, well and good ; but as a permanent policy, in my sub- 
mission, from a commercial and equity standpoint, the 
policy ought to be that each activity, so far, at any rate, 
as this Scheme is concerned, ought to pay its own way ; 
and, so far as the Railways and London Transport are 
concerned, that has been accepted by this Tribunal, as I 
understand it, from the days of the very first Scheme. 
This Court laid it down, when it considered the 1950 
London Area Scheme that each activity ought, if pos- 
sible, to contribute its due proportion to the Commission’s 
total financial requirements, and I read that as meaning tlyit 
it has got to pay its own working expenses and then it has 
to pay to the Commission its proper share of the Central 
charges — which, of course, are largely the interest pay- 
ments— and all the other financial requirements of the 
Commission, including, in the words of the section, a 
proper provision for depreciation or renewal of assets ’ 
and “ proper allocations to general reserves ”, 
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Since I have mentioned that, as this Note is going to 
be read as the case of the Commission by those interested 
in these proceedings, I think I should quote what, in fact, 
was said. I refer to what was called the preliminary 
decision on the London Area Interim Passenger Charges 
Scheme, 1950, which was published as a document separate 
from the transcript. On page 5 of that document, at 
column 2, the Tribunal had dealt with the practical con- 
clusions to which they had come, and they said: “In 
coming to the above conclusions, we have avoided deter- 
mining any questions of principle other than that the 
activities of the Commission to which the Scheme relates 
ought to contribute its due proportion to the Commission’s 
total financial requirements ”. They have avoided deter- 
mining any questions of principle, they say, other than 
that one question, which it is clear they did then deter- 
mine. They went on to add that they had “ avoided deter- 
mining questions of principle which might tie this Tribunal 
when it is called upon to pronounce upon the more com- 
prehensive Charges Scheme which will, in due course, 
be submitted ”. That principle, in my submission, is one 
from which there is no reason to depart, and, indeed, 
I have no reason to suppose that you will be urged to 
depart from it; but it is one which, nevertheless, we 
must, in my humble submission, bear in the forefront of 
our minds. 

There, in the 1947 Act, is the statutory framework and 
the duty laid on the Tribunal to observe the framework 
and to assist in those objects. As I say, those provisions 
are unrepealed today, save in one respect (to which I shall 
refer later, namely) as regards the duty to pay the way, in 
the phrase we have adopted, as regards the past deficits 
of the Commission and the present deficits of British 
Railways. That is a special matter which is dealt with 
by the Act of last year, and I will refer to it presently ; 
but apart from that, those provisions are the law today. 
There are other provisions which have been repealed, 
as we know, but which were in force when the 1950 Scheme 
and the 1952 Scheme were considered, and it is, in my 
submission, partly because of those repealed provisions 
that the Passenger Schemes, which were the first of all 
Schemes promoted under this legislation, took the form 
which they did, the form which has persisted down to 
today and which ought now to be departed from. 

If we look at those repealed provisions in outline, it 
might remind us of the climate of that time, and it might 
show — and, in my submission, it does show — that today 
a different approach is necessary from that which was 
then adopted in that climate. I do not know whether I need 
read the whole of Section 3, sub-section (1), or any of 
it. That was the section which, in 1947, represented 
what was the general duty of the Commission, and I ask 
the Objectors in this case to look at it and to remind them- 
selves that at that time, before Section 3, sub-sections (1), 
(2) and (3), were repealed (as they were in 1953) and new 
sections were substituted in that year, the duty of the Com- 
mission was of a very different nature from the duty it 
has had since 1953. It was a general duty, amongst other 
things, to provide, or secure, or promote the provision of a 
prbperly integrated system of public inland transport 
within Great Britain for passengers and goods, and, as we 
all know, that was swept away in 1953. In those days 
when there was a conception, probably fostered by that 
general duty, of the Commission as the provider of a 
public service which should be integrated throughout the 
country, there was, clearly, greater necessity for closer 
control of its charging powers than there had subsequently 
been. The climate then was that competition should go 
and should be replaced by the activities of the Commission 
providing a public service of passenger transport by road as 
well as by rail. 

Section 77, sub-section (1), is another of the repealed 
sections which was in force when the form of Passenger 
Schemes was first settled. I am not quite sure that 
“ repealed ” is the proper word to apply to Section 77, 
sub-section (1), because what the Act of 1953 says is that 
the powers of the Tribunal as to Schemes and the powers 
of Scheme-making conferred by that section are limited 
by the wording of the late Act ; but in effect they are 
repealed, and I would remind you. Sir — not that you 
need reminding, but I would make the point because 
it is part of the case which I present — that in those days 
the Tribunal had the widest discretion as to the form which 
the control exercised through a Scheme should adopt. It 
could provide for fixed charges, for maximum charges or 



for standard charges, or, for that matter, for minimum 
charges or charges which were to be subject to the deter- 
mination of the Tribunal upon Application to it. There 
was that power, which could hardly have been drafted 
in wider terms, empowering, as I say, either the closest 
or the laxest form of control. 

The Tribunal, in the early days of these Schemes, did 
not think fit to, nor did the Commission think fit to 
propose that they should, impose other than maximum 
charges ; but against that background of integration and 
of a complete public service and a minimum of com- 
petition, the thesis grew up, and was adopted in these early 
Schemes, that, in fact, the maxima should bear so closely 
down upon what was needed by way of revenue that the 
maxima should, in fact, be the actual fares, save in such 
cases as it was found right by the Commission to grant 
fares of a sub-standard nature. That whole outlook was 
radically altered by the 1953 Act. The White Paper which 
preceded it — and the reference is Command Paper No. 
8538 of May, 1952 — stressed the need for flexibility in 
charging and flexibility in order to improve the Railways’ 
competitive position. The emphasis had shifted from a 
public service, controlled fairly rigidly by Schemes, to a 
service nurtured by the spur of competition, and the Act 
which followed, the 1953 Transport Act, accordingly 
removed the duty to provide an integrated service of 
transport for passengers and goods throughout the country 
— that was Section 25, sub-section (1), of the Act of 1953. 

The duty of the Commission is now set out in the 
terms embodied in that section, Section 25: “ . . . (1) It 
shall be the general duty of the Commission, in the 
exercise of their powers under this Act — (a) to provide 
railway services for Great Britain ; ( b ) to provide or secure 
the provision of an adequate and properly co-ordinated 
system of passenger transport for the London Passenger 
Transport Area ”, and there follow other duties immaterial 
to this case. 

Accordingly — as no one here really needs reminding, 
but I had better get it on the Note — Section 20 of that 
Act has made a radical alteration in the powers of this 
Tribunal as regards Charging Schemes, and as Section 
20, sub-section (2), is so important, I do wish to refer 
to it, familiar though it is to all of us. Section 20, sub- 
section (2), says : “ Every charges scheme shall, as respects 
the services and facilities to which it relates, comply with 
the following requirements that is to say — (a) it shall not 
provide for fixed charges or standard charges ; ( b ) it 
shall fix maximum charges except in cases where it appears 
not to be reasonably practicable or to be undesirable so 
to do ”, (c) I need not read, but ( d) is as follows : “ it 
shall, save as aforesaid, and subject to the provisions of 
this Act, secure that the charges to be made are left to 
the Commission’s discretion and that no conditions or 
limitations are imposed on that discretion.” 

“ It shall secure ” is as strong wording as the drafts- 
man could find to employ. It shall ensure that the charges 
are left to the Commission’s discretion, subject to the 
provisions of the Act, which in this context means subject 
to maximum charges. That paragraph (d) of Section 20, 
subsection (2), I could almost take as the text for the 
sermon which I am delivering, because it is, in my sub- 
mission, the ruling portion of the law which it is necessary 
to apply and keep in the forefront of one’s mind when 
dealing with this Scheme. Of course it has been kept in 
the forefront of one’s mind in dealing with other Schemes, 
Schemes other than those regulating passenger charges 
that were promoted after the coming into force of that 
Act. At the time when that Act was passed Passenger 
Charges Schemes were the only species of charge of those 
listed in subsection (1) subject to Schemes which was 
regulated by a Scheme. Since that date all the other 
matters mentioned in sub-section (1) have become regu- 
lated by Schemes, and those new Schemes, which were 
looked at by this Court and were promoted by the per- 
mission of this Court, have all applied the principle 
summarised in that sub-paragraph (d), the principle of 
securing that the charges are to be left to the Commis- 
sion’s discretion, subject to a limitation either by a 
maximum or by reasonable charges. The Merchandise 
Scheme, the Harbours Scheme and the Inland Waterways 
Scheme, the other three instruments regulating the charges 
of the Commission made by this Court, have proceeded on 
that basis. 
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With regard to merchandise, I need only cite a short 
paragraph from the Tribunal’s interim decision upon that 
Scheme. In paragraph 5 of that decision the Court said : 

“ In arriving at the maximum charges they propose, the 
Commission have proceeded upon the principle that they 
ought to be enabled to seek to obtain for every carriage 
operation they perform other than such operations as 
were abnormally expensive a price not less than the whole 
of their costs attributable to past performance. To use 
the language found useful by all parties at the Inquiry, 
what was urged was that the maximum charges should 
be high enough to meet the costs of transit in adverse, 
but not extremely adverse, circumstances. We agree with 
this principle.” The maximum was fixed in that case by 
reference to costs, and by reference to an adverse scale 
of costs and not to the normal or average costs ; in other 
words, a very considerable headroom. 

The Harbours Scheme was an agreed Scheme and an 
Interim Scheme, but there the headroom principle was 
again applied. As you know it was applied, because it 
was an Interim and agreed Scheme, in the rather naked 
form of simply saying : “ Headroom, 25 per cent, in the 
case of the major Harbours of this country.” The minor 
harbours in that Scheme and the charges which have to 
be regulated by a Scheme under the Inland Waterways 
Scheme are all reasonable charges ; left, in other words, 
to the Commission’s discretion, subject to recourse by any 
aggrieved party to this Court. 

Those are proper applications of the principles of the 
Act of 1953, in my submission, and those principles have 
not hitherto been applied to Passenger Schemes ; in fact. 
Passenger Schemes have gone on being presented to this 
Tribunal by my clients rather as though no 1953 Act had 
been passed. There were many reasons for that, Sir, as 
you know, and one need not go back into history unneces- 
sarily and inquire into those reasons. But now they come 
before you and they say : Now is the time to reassess 
the approach to passenger charges in the light of the 1953 
Act and to approve — as we ask you to approve — a Scheme 
which will bring the Commission’s powers as regards 
passenger charges into parity with their powers under the 
other Schemes. 

I venture to think Sir that the Tribunal or some Mem- 
bers of it, and also some of the Objectors fully appreciate 
that this approach and this exercise is a proper one and 
I would like if I may, to recite two passages from recent 
transcripts of recent Inquiries. The first is from the 1956 
Inquiry at page 80. There my learned friend Mr. Beney 
— who was then appearing for the London County 
Council — was making his final address to you Sir, and 
towards the end of the first column he made this 
observation 

( President ) : Is this an alteration? 

(Mr. Fay): Yes ; that was the second of the two 
alterations. I am starting in the middle of a sentence, 
seven lines before the remarks attributed to yourself at 
the bottom of the column. There Mr. Beney was saying 
this : “ . . . but in more normal times it probably would 
be the case that this Tribunal would be comparatively 
rarely troubled with applications and, if they were, one 
would expect that what would be asked for would be 
sanction for some maximum fares which, the Tribunal 
having sanctioned them, would not necessarily be expected 
to be immediately enforced.” 

You then said this : “ That is what we ought to be 
doing. Unfortunately, the practice has now become 
inveterate that, although we are fixing maxima, everybody 
knows (subject to the existence of sub-standard fares) that 
those maxima are to be the actuals with the result that 
whenever there is an increase in costs and there has to be 
an increase in some fares, then there has to be a further 
application to the Tribunal. It seems to me to be quite 
contrary to the purpose of the 1953 Act that, under the 
guise of fixing maxima, we should, in fact, be fixing 
actuals ; but that is something which always happens. We 
can quite appreciate that if the Commission came forward 
with a claim for fixing maxima with a considerable margin 
over what they then proposed to put into operation the 
amount of agitation would be enormous, because the public 
would believe, or would be led to believe, that those 
maxima were actuals.” 

Well, Sir, I said prophecy was hazardous, but I venture 
to think that was a fair prophecy. My learned friend 



then said : “ The trouble now, of course, is that they 
know what is going to happen. Following what you said 
just now, if what the Tribunal were being asked to do was 
to fix maxima, not with the idea that they would neces- 
sarily be the fares but that they might be if circumstances 
required them, then I venture to suggest the opposition 
to those requests might be very much less and the diligence 

with which a public body like that which I represent ”. 

There was a conflict of prophecies, and you then break 
in and you said to Mr. Beney: “You are being very 
optimistic, Mr. Beney. I would like to know what kind 
of noise there would be if there was a proposal to fix 
maxima of 3|d. or 4d. a mile.” Well, Sir, we will be 
hearing what kind of a noise there will be over a maxi- 
mum of 3d. a mile. But there is a forecast, in effect, of 
the coming of this Scheme which, it therefore appears to 
me I can confidently say, can be no surprise either to 
the Court or to one of the principal Objectors. 

The matter was also referred to by Mr. Geoffrey 
Lawrence last time in the 1957 transcript, page 135 of the 
5th July, at the bottom of the first column. My learned 
friend Mr. Geoffrey Lawrence, in answering a question 
from yourself as to what in the future working expenses 
might be, said this : “ I agree, and if this Scheme had 
come forward as a real Scheme for maximum charges — 
maximum in the sense that they are considerably higher 
than anything suggested in this Scheme, and if they had 
said that these are the maximum charges for which they 
wanted authority, say for the next five years, and under- 
neath that ceiling they proposed to operate with, at their 
own discretion, the utmost flexibility to deal with the 
situation as it arises, but as justification of what appears 
to be the high ceiling, they were going to supply you 
with evidence of expected increases in costs and so forth, 
based on trends and so forth — that would have been a 
true Scheme, or something like a true Scheme, as I see 
it, under the Act. But we never find anything like that ; 
there may be very good reasons for it, which are not for 
me to adumbrate, but they do not do it in that way. They 
do it in this hand to mouth style ; it is — I say it with all 
respect to the Commission — a hand to mouth method ; it 
always has been over these years. Occasionally there is 
a small surplus such as I am arguing about now ; 
occasionally there is none at all — there was not last year.” 

Well, Sir, my clients do not always agree with the 
criticisms voiced by whoever represents the London County 
Council, but that is a criticism, the description of the 
recent Schemes as “ hand-to-mouth Schemes ”, with which 
I would respectfully agree, and here is a Scheme of the 
type which my learned friend was there anticipating, 
which is, as we hope, to put an end to the hand-to-mouth 
reproach. 

The case for the Scheme and the way in which it is 
presented to you, as I have already said, varies between 
considerations affecting British Railways outside London, 
and considerations affecting the London Area. Coming 
to grips with details and with the kind of considerations 
and evidence which are going to be used to support the 
case, let me start with the British Railways’ aspect of the 
matter. 



Let me start Sir, with the financial background, because 
- must be looked at, and then, in my submission, because 
f its nature a simple deduction can be drawn from it 
nd it can then be relegated to its proper place. In 
956, as the annual accounts of the Commission show, 
be working deficit of British Railways was £16m. In 
957 as the same annual accounts show, the working 
leficit was £27m. For 1958, the present year, there has 
leen a forecast made public in the recent White Paper 
>u Wished by the Stationery Office giving the corres- 
londence between the Chairman of the Commission and 
he Minister of Transport and Civil Aviation. That 
Vhite Paper is 1958 Command Paper 585. I am not 
iroposing to cite from it, but I merely refer to it as 
nv source for saying that it had been publicly announced 
hat this year it is estimated that the working deficit will 
>e of the order of £44m. 

Those are working deficits which are shortfalls of the 
vorking exDenses ; they take no account of any contribu- 
ion to Central Charges, and the Central Charges of 
British Railways have been determined for the purposes 
>f the recent Act, and accepted by the auditors of the 
Commission appointed by the Minister, at the sum of 
■ai m Cn if one wants to find the actual deficit of British 
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Railways one has to add that £41m. to the previous 
large sums which I have mentioned, and the result is 
not very satisfactory to anyone. British Railways, Scheme 
or no Scheme, obviously cannot hope in the near future 
to pay its way. 

( President ): What is the figure given in Sir Brian 
Robertson’s letter for 1958? 

(Mr. Fay): The reference is paragraph 21, page 8 of 
the White" Paper, where he says: “The target for the 
year 1958 for British Railways was a reduction of the 
deficit (after including Central Charges, mainly interest) to 
£55m. The shortfall in gross receipts as compared with 
the target of £505m. is likely to be not less than £30m. 
The net receipts from the Commission’s other activities 
are not expected to do more than cover their share of 
Central Charges. The deficit of the Commission for the 
year 1958 may accordingly be of the order of £85m.” 

( President ) : That is the Commission’s deficit? 

(Mr. Fay) : Yes, the Commission’s deficit would be £85m. 
If that is so, and if all the other activities break even, as 
is anticipated there then that is the deficit of British 
Railways,, of which £41 m. is Central Charges; and sub- 
tracting the £41m. from the £85m. I get my figure of 
£44m. as the shortfall in working revenue. 

Of course, it is because of that situation in British 
Railways, worse this year but bad in previous years, 
that the Transport (Railways) Finance Act of 1957 was 
passed, and because it affects the duty of the Commission 
as regards its finances, it is right that I should refer to 
it. It is, of course, associated with the Modernisation 
Plan for British Railways and the prospect of their being 
able, when fully modernised, to earn a revenue sufficient 
both to defray the interests on the amount provided for 
the Modernisation Scheme of the Railways, and also to 
pay back the deficit of the present day. 

The only part of that Act which I think I need read 
is Section 3, sub-section (4). That provides : “ For the 
purposes of sub-section (4) of Section 3 of the Transport 
Act, 1947, which puts on the Commission a duty to 
secure that their revenue is not less than sufficient for 
making provision for the meeting of charges properly 
chargeable to revenue, taking one year with another, the 
Commission shall not be required to have regard to any 
interest or deficit so far as it is for the time being 
represented by an amount standing in the Special 
Account.” 

The Special Account is dealt with in the earlier part 
of that section, and it can, I think, be summed up by 
saying that into the Special Account went the accumulated 
deficit of the Commission as at the end of the year 
1955, and also the deficit of British Railways only in 
each of the years from 1956 to the present day — and, 
indeed, it looks forward to 1962. So, so far as the past 
deficit of the Commission is concerned and so far as 
the present deficit of British Railways is concerned, the 
Commission are relieved by that sub-section of the statu- 
tory duty of doing something which, quite plainly, it is 
impossible for them to do, and the section does no more, 
in my submission, than that. I do not know whether 
any Objector is proposing to found an argument upon 
that section, but my submission will be — and I say it now 
— that there is no word in that sub-section which affects 
the commercial duty of the Commission within and 
without British Railways to obtain all the revenue it 
properly can. So far as British Railways are concerned — 
and that is the case upon which I am engaged at the 
moment — although they cannot achieve a working surplus 
at the present moment, it is, in my submission, perfectly 
clear that it is far from relieved from any commercial 
duty to obtain what revenue it properly can from what- 
ever class of user. 

( President ): Of course, the funny thing about this 

Section 3, sub-section (4), in the 1957 Act is that it leaves 
untouched the duties in the other sections of the Transport 
Act, 1947, in the sense that, at any rate, it does not refer 
to them, and it particularly leaves untouched the prohibi- 
tion imposed on this Tribunal by Section 85. I do not 
know how one is to reconcile those facts. 

(Mr. Fay) : I would not suggest that the Tribunal is 
required, by virtue of Section 85, to see that British 
Railways should rnake a working surplus. 



(President): No, but then that is not what Section 85 
says. Section 85 prohibits the Tribunal from doing any- 
thing which, in their opinion, would prevent the Com- 
mission from securing the prescribed financial results. I 
do not suppose anyone is going to argue here that, in 
view of Section 3, sub-section (4), in the 1957 Act, it 
does not matter how quickly the Commission or British 
Railways moves towards complete insolvency. That is 
hardly likely to be argued. 

(Mr. Fay): I hope not, Sir. The whole background 
of this part of the argument, of course, is that the money 
which is provided by the Government under the 1957 
Act is lent, and it has got to be both serviced and repaid ; 
and the more money British Railways can earn the less 
they have to borrow and the less the descendants of those 
who appear today will have to repay. It is my submission 
— and, as I say, I hope no one will argue to the contrary 
— that all the revenue which properly can be obtained 
by British Railways ought to be obtained. 

We are dealing, of course, with only that section of 
the revenue which is derived from passenger traffic. If 
it were the case that the whole of the working deficit of 
British Railways was attributable to freight and passenger 
services were highly profitable, it may be that someone 
might come along and say: “You must put some sort of 
a brake on what you can get from the passengers ”. That is 
not an argument I would accept, but, in any event, it 
does not apply today, because the evidence which will be 
given by Mr. Winchester — who is, of course, a witness 
whom you have seen and heard many times before — will 
be, to sum it up, that the passenger services today are not 
profitable. He will say they are meeting their direct costs, 
that is to say the costs which can be attributed wholly to 
the provision of passenger services, like the cost of moving 
the passenger train and the cost of providing that train 
and paying the staff, and they are contributing over and 
above that about £20m. in a year to the joint costs, that 
is, costs such as track, signalling and administration, 
which are shared with the freight services of the Railways ; 
but the joint costs in total are £180m. The passengers 
are contributing, on this basis — if you accept his evidence, 
as I trust you will — one-ninth approximately of those joint 
costs, but the passenger services are approximately one- 
third of the services provided by the Railways. They are 
one-third if one tests them by gross receipts and they are 
one-third if one tests them by direct costs ; and if traffic 
which is absorbing about one-third on the direct costs 
comparison and is contributing about one-third of the 
gross revenue is only contributing one-ninth to the total 
costs, then it is evident that it is not making its proper 
contribution, even if it were right to make a mathematical 
division between passenger and freight, which is, of course, 
not the view which the Commission could accept in any 
circumstances. But, in my submission, that question does 
not arise. They are not paying their proper costs on any 
view of it, and, in those circumstances, it is urgent, in 
my submission, that British Railways’ passenger services 
should be enabled to earn as much gross revenue as is 
reasonably possible — not “ as is possible , but as is 

reasonably possible ”. 

In pursuit of that object, what the Railway Managers 
desire to have is the freedom of flexibility, which, as I 
have submitted, it was the object of the Act of 1953, 
and certainly it is the object of this Scheme, in con- 
siderable measure to confer upon them. The present 
structure is unduly rigid— perhaps surprisingly rigid 
having regard to the past history of Railway passenger 
charging. Ordinary single and return fares today are 
at the maximum permitted under the existing Scheme, 
which is 2d. a mile, and it is 2d. a mile whether the 
traffic is 5 miles or 500 miles, whether the passenger 
travels in a slow train or a luxury express, and whether 
he travels on an old-fashioned Titfield train on a branch 
line or whether he travels a great distance in luxury. 
Seasons and early mornings are at levels dictated by the 
maxima, and, indeed, the structure today is reminiscent 
of the rigidity which the 1921 Railways Act had as its 
avowed object to produce. There are departures from 
that rigid structure at the maximums. There always have 
been, as everyone at these Inquiries knows, departures 
downwards. Cheap fares, usually for short distance but 
in some cases for long distance, were designed almost 
entirely to preserve traffic which was in danger of being 
abstracted by road competition. Competition, as you 
will hear from Sir Reginald Wilson (who will be my 
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witness on the British Railways aspect of the matter) 
exists at almost every point where British Railways 
passenger operations are concerned. There is the com- 
petition of buses for short distances, of coaches for longer 
distances ; there is the very significant and increasing 
competition of the private motor car, and there is the 
very real competition, at the longer distances, of the air- 
lines. Those competitors, with whom the British Railways 
have to struggle, have no constant pattern of fares. 
British Railways are limited by the Scheme, as I say, to 
the present maximum based on mileage and no taper on 
the ordinary fares and excessive taper, as I shall show 
presently, on season ticket rates ; but the road operators 
and the airlines do not approach their fare-making 
activities on any such considerations. So far as one can 
deduce from the fares which they produce and offer to 
the public, they reach their fare between any two points 
largely on the special conditions appropriate to the 
journey. Some are governed, no doubt, by one con- 
sideration, competition perhaps, some by another ; but 
neither in road fares nor in air fares can there be detected 
any such system of rigidity as has become imposed upon 
the Railway fares. Sir Reginald Wilson will produce 
some exhibits which bear on this matter, and it might 
not be to your disadvantage to look at those now. These 
exhibits are RHW. 11a, b and c, and the object with 
which they are put before the Tribunal is to show that 
both the public road competitor and the public air com- 
petitor of the Commission produce a fare which is dictated 
largely by what they can get, having regard to all the 
individual circumstances affecting that particular transit. 

The first sheet, “ a ”, deals with current stage carriage 
fares, and here are set out, for five representative com- 
panies designated by letters in the left-hand column, the 
fares which they provide for their minimum distances, for 
5, 10 and 25 miles, and for their maximum distance, and 
also what multiple of the single fare is used in assessing 
the return fare. As you see, they are all over the place. 
The rate per mile for 5 miles, for example, varies from 
l'4d. to 2-4d. They come down as low as Id. a mile 
for 78 miles. Although there is a cheaper return fare, 
cheaper than two singles, in all cases but one, even the 
proportion which the return fare bears to the single varies. 
In the case of one company it is 1 5 /6th and in another 
1 2/3rd and in another 1 3/4. 

(Mr. Phillips ) : Is this intended to convey that Com- 
pany “ A ”, for example, is consistently charging, for a 
distance of 5 miles, T7d. per mile? 

(Mr. Fay): Generally speaking, yes. It is by no means 
true that there is within any one company a scale based 
on mileage. Within each company they are all over the 
place, very often. 

(Mr. Phillips ) : Are these more than examples taken 
from a large number of fares charged by company “ A ”? 

(Mr. Fay) : They are examples, yes. 

(Mr. Phillips) : Some would be higher and some would 
be lower? 

(Mr. Fay) : I think that is probably true, Sir. 

The second sheet, “ B ”, shows the actual journeys which 
are involved. Here again, Sir, there is no discernible 
pattern. The fares from London by coach vary from Id. 
a mile to l-8d. per mile. In all cases, I think, there is a 

higher fare at weekends, and in some cases there is a 

period return fare on Sundays which is higher than the 
corresponding period return fare on weekdays. 

The third sheet gives comparable details in regard to 
air fares, and here again one sees that the provider of 

transport pays no attention to uniformity and no atten- 

tion to any rigid scale per mile. He fixes his fare clearly 
at what he can get having regard to all the circumstances, 
including, no doubt, rail competition. These figures, again, 
are expressed in terms of pence per mile and, as you see, 
the fares from London vary in the case of the single 
fare. It is, perhaps, best to take the Tourist column because 
the First Class fare is a de-luxe fare by air and, as I under- 
stand it, includes the provision of large meals. The 
Tourist fare, which is, perhaps, the fairest example, varies 
in single fares from 4-7d. per mile to 10-7d. per mile, and 
the return fare, which is less, varies similarly. There are 
cheap fares which come down as low as 2-jd. a mile, 
which is to be compared, of course, with the Railway First 
Class fare at the same level. It is, perhaps, not without 
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significance that amongst the cheapest, in terms of mile- 
age, of these fares is the fare from London to Edinburgh, 
because on the route from London to Edinburgh there is 
obviously a choice for the businessman either to go by air, 
where there is a saving of time, doing his business and 
coming back the same day, or to go by my clients’ First 
Class services and go overnight and take a sleeper and 
come back the next night. He has his day in Edinburgh 
in both cases, but if he goes by my clients’ service he has 
two nights on the train and if he goes by air he has his 
two nights at home. I do not want to weary you with the 
figures, but you will hear that in that instance the air 
fare is cheaper, Tourist Class, than the fare by First Class 
rail with two sleepers, and that is clearly designed, in my 
submission, as a competitive fare. 

I think I have the answer to the question which Mr. 
Phillips asked, about the first of these tables. The fares 
shown on that sheet RHW.lla are not isolated examples ; 
they are the norm as shown in the schedules of fares 
submitted to the Licensing Authorities. They are in- 
tended to be, not merely examples, but, in fact, the aver- 
age or norm, or the weighted average or norm, the general 
level. 

It will be said, I take it, that you cannot rely so much 
upon the road fares because they are subject, as these 
fares are, to the jurisdiction of a Tribunal, the Traffic 
Commissioners. The Traffic Commissioners do not pro- 
vide maximum charges, although they are empowered to, 
they in fact fix the actual fares ; but they fix them by the 
pattern which is put forward by the road transport in- 
dustry. The pattern is the pattern which has grown up 
and been thought right by those who provide road trans- 
port, and the point which I make on that is, whether or 
not they are fixed or approved by an Authority, the 
competitors have a pattern which is calculated by refer- 
ence, obviously, to features other than a fiat rate per mile, 
and a pattern which has flexibility and lacks rigidity. 

In many cases these competitive fares follow, to their 
advantage and to the Railways disadvantage, almost the 
opposite pattern of the Railway fares. For example, rail 
fares do not taper for long distances at present, road fares 
show a taper. Road fares very often have a higher fare 
for peak periods, and that is particularly true of the great 
summer holiday peak period on long distance coach routes, 
whereas the Railway’s peak has, on the average, a lower 
fare than the off-peak periods. The road fares also show 
singles usually at a higher rate than return fares. 

Those competitors are clearly fixing their fare structure 
and, subject to the Traffic Commissioners, their actual 
fares, on judging the demand, taking into account what 
they ’think the public will pay having regard to all the 
circumstances which affect them. That is particularly 
true, I would submit, of the air fares. That is precisely 
what British Railways want to be enabled to do. The 
Railways feel that they have much to sell and they will 
have much more to sell when the modernisation of their 
system, now in progress, is completed. They have factors 
which will attract the public as against their competitors 
if they are properly priced. They have speed, they have 
comfort, they have safety and I venture to add— at the 
risk of some derision — they have reliability. Compared 
with their competitors they have a high degree of reli- 
ability All those are matters which, freed from any 
controls and freed from any inflexible system, the person 
who is selling the transport would wish to put a value 
upon. The competitors “ cash in ”, if I may be permitted 
the phrase, on their attractive features and the Railways 
simply wish to be able to do the like with theirs. 

If I can quote a hypothetical example, you can go from 
London today to most provincial towns of between 100 
and 200 miles distance either by a fast train which may 
not stop once until it gets there or may stop once or you 
can go by a slow through train if you miss the fast one 
or you are forced to do so. So why should the fare be the 
same from London to the provincial town on both? In 
my submission, the Commission ought to be able— -as they 
wish to do— to look at circumstances of that kind and 
say : “ Well, now, here we have put on something which 
has the attraction” in this case “of speed. It is some- 
thing which the public want to buy, speed of transport, 
and if they get higher speed they are perfectly willing 
to pay for it, and where they are willing to pay for it 
we should like to be able to consider asking them to 
pay for it”. That is a simple, perhaps too simple, case 
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where flexibility might be employed if the Railways are 
allowed, by a sufficiently good margin of headroom, 
to employ it. Competition will see to it that the process 
is not overdone, and if one is freed from restraint in 
the fixing of a charge for the carriage of passengers 
between two places it will become a matter — and the 
Railways wish to have it a matter — for the exercise of the 
skill and knowledge and the flair of the Railway Manager 
who arrives at the prices which will produce the maximum 
returns consistent with the charging of a reasonable fare. 

Oddly enough there is at this very day one solitary 
survivor from the present rigid system of that kind of 
approach to Railway charges, and that is, of course the 
Southern Region Boat-train to Dover and Folkestone. 
They have had the distinction of a schedule to themselves 
in the Schemes since the first Scheme of 1952, and of 
having a higher than normal charge because they were a 
particularly lucrative traffic — I think I once used the term 
gilt-edged traffic — which is perfectly willing to pay the 
higher charge. Perhaps I had better not say “ perfectly 
willing to pay ” because nobody is ever willing to pay 
for anything, but it is perfectly able to pay and perfectly 
able to make a contribution of the order which it is 
asked to make to the finances of that particular Region. 
This is a lucrative traffic, in other words, with a good 
service which justifies a higher figure. 

You will have noticed that in this present Scheme, the 
draft Scheme, there is repeated the Schedule providing 
for special fares for that particular traffic, the boat-trains 
from London to Dover and Folkestone, at a higher charge 
than is asked in the body of the Scheme, the 3d. a mile 
for the generality of traffic. If the Tribunal thinks it 
right to approve this Scheme with the headroom of 3d. 
instead of 2d., then the Commission would not seek 
to preserve that special treatment for those boat-trains, 
they can go into the general headroom and the general 
headroom, as British Railways see it, will be sufficient 
to take care of that branch of the exceptional traffic. 
If it is thought right to reduce the maximum from 3d. 
to something less, then we would ask that the special 
treatment accorded to these boat-trains should be con- 
tinued, because, in fact, they do produce the extra revenue 
in the present circumstances. 

(. President ) : What would the fares to Folkestone and 
Dover be at 3d. a mile, in order that we may measure 
the extent of your concession? 

(Mr. Fay ) : At the maximum proposed in the Scheme 
the fare to Dover, First Class, would be 29s. 8d. and the 
fare being charged today is 26s. 5d., and that is a good 
deal less than the authorised maximum, as you see. The 
Second Class fare to Dover would be 19s. 9d. at 3d. a 
mile, and the present-day fare is 17s. 7d., which is at the 
maximum. 

So far I have been discussing flexibility in terms of 
increasing charges for attractive and popular services, and 
that is one aspect which the Railways wish to be able to 
look at and employ where they think right ; but there are 
other uses for flexibility in the upward direction, and one of 
these uses is the possible preservation of the poorly patron- 
ised branch line. As you know, and as I suppose everyone 
knows, most branch lines are unremunerative in varying 
degrees and many of them have had to be closed already. 
It has been suggested before now, and suggested with some 
force, that the public, when a branch line is proposed 
to be closed, ought to have the option of paying higher 
fares in order to keep it open. Well, Sir, that is, again, 
a possible use for flexibility. It would enable the Com- 
mission to impose a higher fare and see what happened. 
If the public responded and thought it was worth paying 
a higher fare to keep the facility, then they would be 
that much nearer keeping it. I might add on that point 
that the viewpoint that unremunerative services might be 
charged for at a higher rate instead of being withdrawn 
was recently put forward by the Central Consultative 
Committee. What they were dealing with recently, as one 
noticed in “ The Times ” newspaper, was a matter arising 
in London, but, as a principle, the principle is the same 
within London or without, and in “ The Times ” of the 
27th November of this year it is stated on behalf of that 
Committee that they thought that in two cases higher fares 
might well be charged instead of the facility being with- 
drawn. I am not citing that because London Transport 
necessarily agrees with that viewpoint in those particular 
instances, but I cite that to show that it is a use of a 



higher fare which has presented itself as a practical con- 
sideration to persons familiar with the problems of high 
costs of services. 

(Mr. Phillips) : Is it likely that the difference between 
2d. and 3d. would make all that much difference on 
the limited number of people who travel on these branch 
lines? 

(Mr. Fay) : I do not know, Sir ; that would be a matter 
for the consideration of the Manager under whose province 
the line came. If they were very unremunerative, of 
course, the answer would be “ no ” ; but there must be 
cases, I suppose, where if the public did not discontinue 
using the line because of the higher fares, the increased 
revenue would tip the scale — not necessarily towards profit- 
ability, but, at any rate, towards the point that the extra 
revenue might make it worth while to keep the line open 
having regard to its other value as a provider of freight 
services, or as a feeder for the mainline, or something of 
that kind. It would depend, I should have thought — 
although this is a matter which, no doubt, Sir Reginald 
Wilson will be glad to answer — on the circumstances from 
line to line, but as the Central Consultative Committee 
thinks this approach ought to be considered, then obviously 
there is something to be said for it as an approach, and, 
in my submission, it is obviously right that the Railways 
should be armed with ability to follow it if and when they 
think it will assist their finances, and the public, so to do. 

There is another aspect in which a higher fare might 
be utilised, and that is to deal with the problem of peak 
travel. Peaks for the railways are very expensive ; when 
one looks at a crowded train with a load factor of 150 
per cent., because one-third of the passengers are standing, 
one is tempted to say what an extraordinarily high 
revenue the railways must be earning from these wretched 
people crowded in these compartments. But that is not 
true ; the peak is all one way, because in most cases, 
when a train comes in full, it goes out empty, and if 
you do get a load factor of 150 per cent, on the inward 
journey, you might find that on the double journey it 
is no more than 75 per cent. 75 per cent, would no 
doubt be a good load factor in many circumstances, but 
the peak is expensive because of the amount of capital 
which has to be locked up in rolling stock and other 
vehicles which are called upon to render this service only 
at the peak time, so peaks are expensive to the Commission 
as well as inconvenient to the public. If some inducement 
can be offered to the public to save the railways some 
of the expense and to save themselves some of the crush — 
some inducement to manipulation of the fares to spread 
the peak — everyone would be better off, and that is 
another matter which the Railway Managers would like 
to be able to look at. 

I keep on saying, Sir, that that is what they would 
like to look at ; they would like to look at these matters, 
and if they think fit in any given set of circumstances, 
to deal with them. But I am not forecasting, and Sir 
Reginald Wilson is not going to forecast, that any par- 
ticular use is going to be made of any particular suggestion 
that either he or I have put forward to you. There is 
no cut-and-dried plan ready to put into operation ; there 
is no intention, as I have already said, of making use 
of the headroom, if it is granted, for a general increase 
of any kind, within six months. There may be selective 
increases within that time, but the great virtue of flexi- 
bility of charging to the Railway Manager, once he has 
this weapon in his armoury, is that he can use it, if 
the circumstances present themselves and if he thinks 
right, and it would be wrong, in my submission, for him 
to be tied down to a forecast of any particular use which 
could or should be made, or is intended to be made, 
of the power if granted. 

If you grant the Application, in the case of British 
Railway ordinary fares it means that where they today 
charge 2d. a mile, they could, if they wished, charge 3d. 
a mile for an ordinary fare. That is a power which 
theoretically could be misused. Whether any Objectors 
are going to suggest that it will be misused, I do not know, 
but if they are tempted to express fears, I would say 
this to them : The British Transport Commission is a 
public body with a sense of responsibility ; it can be 
trusted with powers, and it can be trusted with a dis- 
cretion, and T venture to think that its record in this 
respect, when looked at, is a good one. 
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For example. Sir, this Tribunal has given the Com- 
mission, in the Railway Merchandise Charges Scheme, 
considerable powers of charging over and above the 
powers it had, and I have not heard it suggested that 
the headroom under that Scheme has been misused. More- 
over, Sir, you and the Tribunal gave to British Railways 
on the passenger side a headroom of a farthing per mile 
as from the 1st January of 1953 — that was the one 
exception to the rigidity of the previous charging 
structure — and on the 1st January, 1953, British Railways, 
had they been minded to be — I nearly said extortionate, 
although I do not know that the word “ extortionate ” 
would have been justified at that stage — had they been 
minded to abstract money from the public simply because 
they had the powers, they could have charged 2d. per 
mile instead of the Ifd. per mile they were then charging. 
As you and the Objectors know, the full use of that 
power to charge at 2d. per mile was not made until the 
increase in costs and the decline in relative profitability 
forced it upon the railway authorities in September of 
last year. So from the 1st January of 1953 until the 
middle of September of 1957 — that is 54- years — there 
was a headroom which had not been used up, and a 
very small headroom at that. 

Quite apart from the sense of responsibility with which 
the Commission approached the fixing of actual railway 
fares, there is of course the question of competition, 
because over almost the whole range of passenger travel 
there is a very real and present element of competition 
which is going to govern the fares, either in the case 
of travel in the Provinces where the day return is fixed 
to be the same — not lower than but the same — as the 
local bus fare, not always fixed by the element of com- 
petition, but always influenced by it, because the Railway 
Manager, approaching for example his de luxe service and 
considering what higher rate to charge for it, will always 
bear in mind that the persons who are likely to be tempted 
by it are probably motor-car owners and will probably 
consider the use of their own motor-car if the fare is 
pitched too high, rather than travel on his train. 

So if there is not the question of parity, there is always 
the element of influence, and I suggest, because of that 
element and because of the sense of public duty of the 
organisation, the Commission can still be trusted with this 
future very small margin of headroom. 

In the light of what I have said, I may be asked: 
What is the necessity of a maximum at all? If I were 
asked that, I would say that it is not necessary, but the 
Act requires a maximum to be fixed on these fares. It is the 
Act under which we are functioning, and a maximum there 
has to be ; and because there has to be a maximum, I 
go on to ask myself what principles should govern the 
level of that maximum. My submission to you on that 
matter is that the maximum fare should be fixed high 
enough to enable the British Transport Commission to 
pursue a flexible fares policy. It should be low enough 
to safeguard against extortion of those relatively few 
persons who are bound to rail ; that is to say, it should 
operate where competition is not the effective check of too 
high a rate. 

Whether my learned friends will be able to suggest 
any other function for a maximum fare than a protection 
of the public against extortion, I do not know ; if they 
can suggest any other test, I shall listen with interest, 
but that is the test which I should propose as the test 
of fixing the level, and if that is the test — and indeed 
whatever test one could think of — then in my submission 
the 3d. level for the second-class ordinary fare and the 
attendant other charges in this Scheme amply fulfil that 
test. 

It that 3d. errs, it errs against the Commission. My 
friends may seek — and their objections seem to indicate 
that they will — to show that the 3d. is too high. I feel 
I could make a case with some fares that it is too low. 

Before I go on to discuss the reasons why I submit that 
it is too low, if at all, and that certainly it is not too 
high, and that the Tribunal ought to endorse it, may I 
mention this one matter: In the past what headroom 
there has been has been used for a purpose quite different 
from that which I have been discussing. It has been 
used — that is, the headroom which was once obtained on 
ordinary fares — not for pursuing any policy of flexibility 
in charging, but for stopping the gap when there had 
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been an increase in costs — in other words, for meeting 
contingencies. 

I want in that connection to utter this word of caution : 
It may well be that you think a proper maximum fare 
ought not only to include an element sufficient to enable 
the Railway Managers to have sufficient flexibility at their 
command, but also ought to have added to it, on top of 
that, an element designed to deal with contingencies. There 
is none of that second element in this 3d. ; this 3d. is 
designed solely to enable there to be a margin upward as 
well as a margin downward, within which the Manager 
can pitch the fare from A to B, and Sir Reginald Wilson 
will tell you when he gives evidence that the whole of 
this headroom between the 2d. existing and the 3d. pro- 
posed is needed now. 

If it is granted and if a contingency comes — which of 
course we all hope will not be the case — but if it comes 
(and of course it has come in the past) the headroom being 
there, it will be capable of being used for the contingency 
purpose, but if it were so used and if the general level 
of fares were put above 2d. for example — I am taking a 
purely hypothetical case now ; if the general level of fares, 
because of some future contingency, some future dose of 
inflation — were put up to 2^d., and it follows that the 
measure of flexibility in the hands of the Manager would 
no longer be the Id. I ask for, or the 50 per cent, in terms 
of percentage that we ask for (it would be fd. on 2^d. ; 
what percentage that is I leave to my learned Junior to 
work out, but it would be less than 50 per cent.), that 
headroom on that hypothesis would not be enough, and 
the policy of the Commission would be, as Sir Reginald 
Wilson will tell you, that if something of that kind 
happened, the headroom would of course be there avail- 
able for instant use, if some contingency came quickly ; 
but once used, one would have to come back to this 
Tribunal and ask for a restoration of the proportion of 
headroom which we are now asking you to endorse. In 
other words. Sir, we should have to ask to increase the 
headroom to the same proportion above the new ordinary 
level of 24 d. 

Greatly to my surprise, Sir, my learned Junior has done 
the sum, and he says that it is 33y per cent. 

I can sum up that part of what I say by pointing out 
that like the Merchandise Charges Scheme, this Scheme is 
intended to set a permanent pattern, and it is not promoted 
to deal with increases in costs as were the past or “ hand- 
to-mouth ” Schemes. 

Now let me turn to the question of whether 3d. is a 
fair figure, and may I in that connection go back and 
look at a very little history. In the year 1928, the Schedule 
of Standard Charges was settled under the Railways Act 
of 1921, and the standard charge, third-class as it then 
was, was laid down at l-yd. a mile. Ten years later, in 
1938, that standard fare was raised by 5 per cent., as 
were all standard fares and charges, and the rate per 
mile then became, third-class, l'575d. 

In justifying the 3d. I need really hardly go beyond 
that point, need I? because what I am asking for today 
is less — a little less — than double what the original maxi- 
mum rate was in 1938. What I am asking for is exactly 
double what the maximum was in 1928. 

Take any index you like of the real value of money, 
and you will find that there is none — and I challenge my 
learned friends to produce one — which shows that the 
value of money is less than half since before the war. 
Most of the indices have shown increases in prices com- 
pared with before the war of something like between 250 
and 300 per cent. 

( President ) : That is, before the last war? 

(Mr. Fay): Yes, as compared with 1938. What Id. 
bought in 1938 now requires, by and large, 3d. to pro- 
duce ; what l^d. bought in 1938 now requires, by and 
large, 44d. I am not asking for 4Jd.; I am asking for 
3d., and when one compares that factor and that fact 
with the fact that what is being asked for is a little 
less than double what it was before the war, then its 
modesty, in my submission, emerges in all its strength. 
The very strength of this 3d., in my submission, is that 
it is so modest, and it seems to me — and I shall listen 
with interest to what is said about it — unanswerable. No 
doubt my friends will answer it, and I shall listen with 
great interest to what they say. I suggest they will be 
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hard put to to find any other commodity in general use 
which has attracted less increase than 50 per cent, over 
pre-war. 

That factor in the justification of the 3d. is the subject 
of one of the exhibits which Sir Reginald Wilson will 
produce, and perhaps we might look at it now ; it is 
Exhibit R.H.W.12, and it is a chart which is designed to 
show variations in fares on British Railways as between 
1938 and today, and projected ahead in terms of real 
money ; and the index which has been taken upon which 
to base this chart is the index based on the year 1948 
of prices of consumer expenditure, or, as I think it is 
called, personal expenditure ; it is the personal expenditure 
index which is issued in tables which are put up by the 
Central Statistical Office. 

If one looks at 1948, upon which that index is based, 
in terms of the index of 1948 it is 100, and one sees the 
fares in corresponding terms of currency. What is 
described as the standard full fare, in the top solid line, 
was in 1948 2-jd. per mile. I say 24d., but it was in fact 
2-44125d. per mile at that time, and that was the figure 
at which it stood by virtue of increases under Ministerial 
Orders down to the time of the first Scheme. 

(. President ) : That was the standard charge plus the 5 per 
cent, authorised by the Railway Rates Tribunal, and the 
emergency increases authorised by the Minister? 

(Mr. Fay): Yes, Sir, plus the Minister’s addition. It 
was the standard fare as increased by Ministerial Order 
and I think the Defence Regulations, and subsequently, 
I think, under this Act. 

That is where it stood then, Sir, and it appears in this 
chart, as you see, which is graduated in pence in the 
downward direction at its real figure. 

Then year by year the value of the penny declines, and 
you see down comes the standard full fare until at the 
end of 1951, in terms of the 1948 penny, it is down to 
2d. In 1951 and at the beginning of 1952 it takes a 
sharp dip, not because of a fall in the value of money, 
but because of the operation of the Passenger Charges 
Scheme of 1952 ; then at the beginning of 1953 it splits, 
and you will see a dotted line headed “ Authorised, not 
applied that is the 2d. representing the headroom over 
the actual T75d., and down it goes with the fall in the 
value of money year by year until the standard fare in 
operation, went up in 1955 from T75d. to T80d., and 
down it comes again in terms of real money until 1957, 
when it went up and joined the maxima at 2d. a mile. 
But the 2d. of 1948 has now become something less than 
lid., as the scale shows, and going back to before the 
war, as one does at the extreme left-hand side, the 
standard fare of 2^d., as it was in 1948, in terms of pre- 
war money, was something over 3d. 

So you have this position, Sir, that we are asking today, 
on the extreme right of this chart, for a sum which in 
terms of the 1948 penny is, as I read the chart, about, or 
a little less than 2£d., whereas before the war in the terms 
of the same consumer’s penny, the standard was some- 
thing under 3|d. That chart is designed to convey to 
those to whom charts convey things — which does not in- 
clude all of us — the graphic facts of the situation caused 
by the fall in the value of money, and in my submission 
it underlines fully what I have said about the modesty of 
the present Application. 

(President) : Do not attempt to answer this question 
unless you know the answer for certain, Mr. Fay, but 
why has 1948 been taken as the standard of money value? 

(Mr. Fay) : I think it is because the Central Statistical 
Office took it as standard for the purpose of the con- 
sumer’s index 

(President) : It may be that the index is insufficient to 
enable the money values to be related to an earlier year. 

(Mr. Fay): That may be, but the Central Statistical 
Office’s publication does identify national income and 
expenditure ; it is deemed to go back to 1938, and the 
graph is drawn from the figures in the table. There are, 
of course, other indices ; there is the index of retail prices 
and there is the index of wholesale prices, and there are 
all sorts of private indices produced by newspapers. But 
I do not mind which of them any of my learned friends 
cares to apply to this situation. As I say, whatever one 
they apply, unless they find some extremely recondite one, 
they will not get the proposed maximum in this Scheme in 
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terms of real money above what it was before the war, 
and it is perhaps a rather striking feature of the present 
situation which has been brought about for one reason 
and another that under the 1921 Railways Act, which 
was intended to provide a rigid straitjacket for fares, 
because the standard fare laid down was intended to be 
charged, and departures from it were intended to be ex- 
ceptional cases — whereas under that Act under the 
standard fare the railways could in fact charge lower fares 
whenever they wanted to, subject to report to the Minis- 
ter, and therefore beneath that ceiling they in fact had 
flexibility 

(President) : Flexibility downwards? 

(Mr. Fay) : Yes, Sir, from the ceiling, whereas we shall 
have it downwards from the ceiling only on 3d. — whereas 
that was the situation under that Act, under the present 
Charges Scheme we are circumscribed to a level lower 
even in terms of the currency than the level under the 
old regime, or down to the coming into force of the first 
Scheme, because the level was then 2-44d. per mile — 
nearly 2^d. — and not only was that the level, but that was 
the fare ; the railways charged approximately 2|d. for 
the ordinary single ticket which one bought if one wanted 
to make a single journey, and it was the same fare 
charged if one bought a return ticket intending to come 
back more than a month in the future. The majority of 
people, of course, bought the discretionary exceptional 
fare, the monthly return ticket, at the rate of a single 
fare plus one-third. But there was the ceiling nearly -£d. 
higher than the ceiling today, and in terms of real money 
I suppose it was more than Id. higher, judging by my 
chart. 

So we have got into a straitjacket position at the present 
time, and in my submission, Sir, the present 3d. is a very 
reasonable attempt to get us out of that. 

Before passing from those considerations, Sir, I would 
point out that the 44d. first-class proposed can certainly 
stand comparison with the air fares which, as you have 
already seen from Exhibit RHW 11c, range as high as 
lOd. per mile single. From London to lersey single is 
10-7d. per mile ; I think that very high figure for lersey is 
partly the result of the fact that the mileage is now 
reckoned from Gatwick, from which the Channel Island 
services have largely been served, instead of from London 
Airport, and the mileage is less than it was from London 
Airport. The fare charged is the same, and that is a clear 
indication that the Airways charge on the basis of what 
the journey is worth and not on any basis of mileage. 

That is all I desire to say about the ordinary fare, Sir ; 
similar considerations apply, in my submission, to the 
season ticket scale which is proposed in the draft Scheme. 

(President) : Very well, Mr. Fay ; we will come back to 
that after the adjournment, at five minutes past 2. 

(Adjourned for a short time.) 

(Mr. Fay) : I had nearly completed what I have to say 
about the case as it is presented on behalf of British 
Railways outside London, Sir. 

(President) : Before you go on, Mr. Fay, have you any- 
thing to say about the matter about which I asked you 
not to say anything at the beginning, namely, when we 
should resume after Christmas? 

(Mr. Fay): I have limited enquiries of those who are 
interested, Sir ; so far as we on our side are concerned, 
we would not oppose an adjournment until, say, the 
beginning of February. I dare say the Objectors will want 
a little time to consider what has been said, and to con- 
sider the exhibits which have been put in ; the Christmas 
holidays intervene, and in any event one suspects they 
would go on for their convenience. In general, however, 
so far as I personally am concerned, it is satisfactory if 
we do not sit until the beginning of February. 

(President): Mr. Milner Holland, I have been given to 
understand that you are in difficulty? 

(Mr. Milner Holland) : I am in this difficulty, Sir, that 
a Parliamentary Committee before whom I am appearing 
has announced its intention of sitting on the 21st and 22nd 
January ; they are going to sit on after that until the 26th, 
the 27th and possibly the 28th January, so if I were the 
only person to be consulted, it would be a great con- 
venience if we were to resume this Inquiry in February. 
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( President ) : Is anybody else sufficiently informed about 
their movements to say anything about that date? — 
Apparently not. Very well ; we shall say that we shall 
not resume until the 2nd February at the very earliest. 
We will not say now that we shall resume on that date, 
but we shall let everyone know as soon as possible. 

There are two other matters I would Like to mention ; 
one is that I regret the congestion to which Counsel and, 
at any rate this morning, everyone else has been subjected ; 
if I am right, according to my experience of these 
Inquiries, it will probably lessen itself on future days. 

The second thing I would like to mention is that we 
should like Objectors to give us as long notice as possible 
of any documents — any published documents — to which 
they propose to refer, whether they are proceedings of a 
Tribunal, publications of the Stationery Office, Parlia- 
mentary papers or anything of that sort, because we are 
cut off from our base here, and we cannot be certain of 
having everything here which anyone might, in any con- 
ceivable circumstances, think is relevant. If that could 
be done, it would be of great assistance to the Tribunal. 

(Mr. Fay) : May it please you, Sir ; concluding the case 
as it is presented for British Railways, I come to the 
season ticket scale. The scale does two things in com- 
parison with the existing scale ; firstly it gives a degree 
of headroom. The headroom it gives does not at any 
point exceed 50 per cent. ; in other words, it is nowhere 
above the headroom on the ordinary scale, and in fact 
it reaches that 50 per cent, only on the longer mileages — 
it goes down to a headroom of only 18 per cent, on the 
shorter mileages. 

The fact that the degree of headroom differs according 
to mileage is due to the fact that the taper has been 
altered. The scale as it appears in the Scheme at present 
in force provides, in the view of the Commission, too 
steep a taper — in other words, too great a degree of 
reduction at the longer distances — to be a proper scale 
for introduction into a maximum Scheme. 

Of course, what degree of taper and what charge is 
made in the maximum Scheme will be a matter for the 
management ; because this scale is here in the Scheme, it 
does not follow that it will be applied as the actual scale 
at any given time or at any given place. 

The taper in the present scale produces this result, that 
a long-distance season ticket traveller travels today for 
something of the order of a halfpenny a mile ; that is to 
say, if he travels 80 miles or more. That is a very low 
rate, as anyone will appreciate. 

Furthermore, the scale has this advantage, that (as was 
the case in 1952, but has not been the case, I think, since 
the first Scheme after that), it is the same scale for 
London and outside London. Again, in a Maximum 
Charges Scheme, that is thought to be a commendable 
and correct feature. 

The Commission did give consideration to promoting a 
Scheme which omitted a season ticket scale altogether, 
leaving it to the Commission to continue season tickets 
where and when thought right, as discretionary fares — in 
other words, treating them in the same way as early morn- 
ing fares in this Scheme. But although that would have 
the advantage of putting them back into the position which 
the Railways enjoyed in 1938, when season tickets were 
entirely discretionary and entirely unregulated, it was 
thought that so to omit them would lead to so much 
public misunderstanding that it was better to leave the 
scale in as at present and accept continuance of control 
for the time being ; but the Commission do not accept a 
season ticket scale as necessarily a permanent feature 
of all future schemes for passenger charging. 

The effect of the scale in terms of saving to those who 
take season tickets, if the maximum is ever applied is 
shown in Exhibit RHW 13. That, Sir, is a graph showing 
the discount in percentage terms compared with the ordin- 
ary maximum fare, afforded to those who take a monthly 
season ticket. There are two lines on the graph, one drawn on 
the assumption that whoever takes the ticket is working 
a 6-day week— that is the dotted line ; and the other is 
drawn on the assumption of a 5-day week — in other words, 
12 journeys and 10 journeys respectively— and as the graph 
shows, a person who travels 10 miles on a monthly season 
gets a discount of nearly 50 per cent, compared with the 
ordinary fare if he travels six days a week, and a discount 
of nearly 40 per cent, if he travels five days a week. 
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The further he goes the greater the discount ; for example, 
at 30 miles on a 5-day week, the passenger’s discount is 
more than 55 per cent. This, of course, is maximum com- 
pared with maxima ; but again I say that this is a maxi- 
mum scale which all that word “ maximum ” means, and it 
does not follow that it is going to be a maximum scale in 
force at any particular place. 

(President)-. This table would have an added degree of 
information if there were comparable graph for the 
present British Railways scale, would it not, Mr. Fay? 

(Mr. Fay) : I think I can supply that information with- 
out much difficulty, Sir, and if it would assist the Tribunal, 
that shall be done ; the comparison of the two, of course, 
would show the difference in the taper. 

(President) : Yes, but do not let us waste your valuable 
time in discussing that. 

(Mr. Fay) : It shall be available on the 2nd February 
or thereabouts, Sir — I thought I had seen one. 

Passing from season tickets to early morning fares, there 
is little I can add to what I originally said in introducing 
this matter. Early morning fares are considered to be out 
of place, and they will be dealt with in some detail in the 
evidence as regards the London area. They have been 
withdrawn in many places in the Provinces, so far as our 
competitors are concerned — those being the road trans- 
port providers — and also in the Provinces the rail cheap- 
day return fare is in many cases little higher than the daily 
fare provided under the Scheme. So it is hoped that there 
will be, as and when and if they are withdrawn in any 
given instance, no appreciable public hardship. 

The only other matter I need glance at which is peculiar 
to British Railways outside London is the provision in the 
Schedule that there should be a reasonable charge for sup- 
plementary fares on special trains or vehicles. There again 
it will be for the management, if this is granted, to decide 
in the case of any given train whether to get, because the 
train is perhaps a de luxe train and attractive to people 
with money to spend on it, the remuneration which it 
attracts by means of a high rate within the maximum, 
something up to 3d. ; or whether to charge the prevailing 
rate, if there is one, plus a supplement ; or indeed both. 

In an extreme case, as the Scheme is drafted and as it 
is intended to have its effect, one could charge for transit 
by a particular train which was very attractive, the maxi- 
mum fare per mile plus a reasonable supplement, the 
reasonable supplement, of course, always being subject to 
recourse to this Court. 

(President)-. Mr. Fay, did I understand you to say 
that the Pullman service is still run under contract between 
the Pullman Company and British Railways? 

(Mr. Fay) : Yes, Sir. 

(. President ) : The contract has not very long to run, 
has it? 

(Mr. Fay) : I do not know, Sir ; I will take instructions. 
The Pullman Company, of course, is a subsidiary company 
of the Commission now, but its charging is not subject to 
charging schemes, as I see it, and the Pullman supplement 
has never been a question before this Tribunal. But a 
British Railways charge — a charge by the Commission 
through its organ, British Railways — would be subject to 
the approval of this Tribunal. 

That is the case for British Railways Sir. Jt is not a 
financial case ; the only relevance to finance is of course, 
that the Railways have a large and lamentable deficit, and 
that is a background against which it is essential to gather 
in every penny that can properly and reasonably be 
gathered in. For that reason, Sir, you are spared estimates 
on yield, forecasts for “ X ”, “ Y ” or “ Z ” years, or 
anything of that kind on this part of the case. 

May I part with that now, and turn to the rather 
different case which is presented for the London area. 
As I say, Sir, the approach is different ; London Trans- 
port, which is primarily concerned, acknowledges that at 
the present time and in present circumstances, closer 
control by a Charges Scheme ought to be accepted by 
them as compared with British Railways outside London, 
because of the absence in London of competition, as there 
is in the Provinces, between the rail services on the one 
hand, and the road services on the other. 

In London the two services are both in the same hands ; 
they are co-ordinated ; they are not a monopoly although 
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that word is frequently used by the opponents of the 
Scheme. There never was a monopoly, even of public 
transport, in London because there was always the taxi- 
cab and the private hire vehicles, but those are not the 
vehicles which now bulk so large in leading me to say 
that there is no monopoly in London because the com- 
petition, and ever fiercer competition, comes from the 
private vehicle — the private motor-car, the private motor- 
cycle and the private motor scooter. 

There is that element of competition, Sir, but at the 
same time there is not the inter-action of different authori- 
ties with different fares structures and different controls 
operating on the one hand on the road and on the other 
hand on the rail; therefore, to supply the control which 
is lacking in London and which is supplied in the 
Provinces by that feature of competition with road 
interests, London Transport, as I say, accept that control 
should be closer, and that their financial prospects, their 
yield and their income and expenditure should be 
scrutinised, and, as in the past, that is what it is proposed 
should happen at this Inquiry. 

For London, this is a headroom Scheme in the sense 
that it asks for charging powers which will not all be 
used immediately or in the near future ; but it does differ 
in almost every other respect from what I have said about 
the British Railways case and approach. 

Apart from its treatment of early morning fares and 
the details, I can sum it up— I shall come to those eventu- 
ally — by saying that it is a Scheme which fulfils the 
answers which the Commission gave to the three ques- 
tions which you put to the Commission on the last 
occasion on which we met to consider these matters. You 
will recollect the three questions which my learned friend 
Mr. Geoffrey Lawrence referred to as a parallel with the 
questions put by the Oriental Potentate to the suitor for 
the hand of his daughter ; he said: “if you get the right 
answer, you get the beautiful maiden, but if you get the 
wrong answer, it is off with your head . If I read that 
reference of Mr. Geoffrey Lawrence aright, they seem 
therefore to embarrass his clients ; but the Commission 
think, and propose to argue before you, that we have 
the right answers, and I think I had better refer you 
now to the questions you put and to the answers we gave, 
because they are the foundation of our case. 

{President) : But you may have a differently-minded 
Oriental Potentate, Mr. Fay. 

{Mr. Fay ) : Yes, Sir ; I suppose that is an occupational 
risk at the hearing of these Inquiries. However, we will 
chance our arm with some continuity and may I refer 
to the questions and answers, which, for those who wish 
to refer to them in the transcript, are printed in the pro- 
ceedings of the Seventh Day, the 17th July, 1957, at 
page 181. 

The first question was : “ Do you agree that the London 
Transport Executive should be enabled to pay its way ” 

{President)-. I was going to say I am sorry to say, but 
in fact I am glad to say— because I do not remember 
everything that has happened in the past at these 
Inquiries — that these questions have been formulated and 
put in writing at some stage? 

{Mr. Fay): Yes, Sir, and we gave our answers in the 
form of a document which is printed on page 181. 

The first question is : “ Do you agree that the London 
Transport Executive should be enabled to pay its way 
in the sense of meeting its working expenses and making 
a just contribution to Central Charges? 

The second question was : “ Do you agree that the 
London Area services, treated as a unit, should pay their 
way in the same sense? ” 

The third question was : “ Do you agree that the maxi- 
mum charges prescribed in any Scheme should be such as 
to empower the Commission to obtain, in the case of the 
London Transport Executive services, or as the case may 
be, in the case of the London Area services as a whole, 
more revenue than is required for the purpose of paying 
its way, or their ways? ” 

When I first heard the questions, there was in my mind 
a considerable disposition to answer them all with the 
single monosyllable, Yes; but, perhaps fortunately, the 
Commission devoted considerable thought to the answers 
which should be given, and they gave the answers which 
you will see in that document. 



The answer to the first question is really the key to the 
matter : “ The Commission agree that the London Trans- 
port Executive should be enabled to pay their way, but 
this means to the Commission more than merely meeting 
working expenses and making a just contribution to Central 
Charges. Over and above these items it is considered that 
provision should be made for a contribution towards the 
liquidation of accumulated deficits and then towards the 
setting up of the general reserve required by the Transport 
Act, 1947, and for a contribution to a replacement reserve.” 

In answer to the second question, with regard to the 
London Area, we said: “Yes, broadly, in the sense in 
which the expression ‘ pay their way ’ is used in the answer 
to Question 1, but the Tribunal will be aware that there 
are difficulties in arriving at the financial results of the 
London Area services as a whole ”. 

The answer to the third question was : “ In the particu- 
lar case of London, and in present circumstances, the 
Commission would only wish to ask for such maximum 
charging powers as they could satisfy the Tribunal were 
reasonably required, if fully exercised,, to enable these 
services to pay their way in the sense in which that 
expression is used in the answer to Question 1. This 
does not imply that the Commission would exercise any 
additional charging powers so granted immediately. The 
actual fares charged at any time would depend on mana- 
gerial decisions in the circumstances then obtaining.” 

That, as I say, Sir, is in essence the case for London 
Transport on this Application, and it represents the con- 
siderations in the light of which the Scheme has been 
framed so far as it affects the London Services. 

What we propose to do in this case is to show that 
as regards London Transport by itself firstly, and secondly 
as regards the London Area as a whole, the proper revenue 
requirements of the undertaking need the yield of this 
Scheme for their fulfilment and in support of that we 
say this, that broadly — and I am dealing with London 
Transport now — London Transport should have sufficient 
annual revenue to cover firstly its working expenses, 
secondly its Central Charges, thirdly a replacement reserve 
and fourthly a general reserve. I shall have a good deal 
to say about those reserves, but before I deal with each 
of those aspects, it will, I think, be of some utility to 
our deliberations if I were to go back and glance at the 
course of the various Charges Schemes which have taken 
place in the past — not all of them, but one or two of them 
— and note the effect of the decisions on those Schemes, on 
the finances of London Transport. 

The first one, the London Area Scheme of 1950,. was 
the one which effected the great work of assimilation. 
Assimilation seems to be in issue in these Proceedings 
because the London County Council states in its Notice 
of Objection that it disapproves of the principle. I am 
not quite sure what it wants done about it, but apparently 
it is “ agin ” an assimilation. 

Because of that, I had better get on the note what we 
understand by assimilation. We understand by it the 
securing in the London Area, and as far as possible, of 
equality of fares for journeys of similar distances and 
for journeys between common points by alternative 
routes ; and as we all know, so far as the services of 
London Transport were concerned, the varying rates, 
many of which operated in the outlying districts and on 
the country services, were all assimilated under the 1950 
Scheme. British Railways, which had a different fares 
structure, could not be brought completely into the 
picture of assimilation, but so far as the greater part of 
the revenue from British Railways was concerned, it was 
brought into assimilation by providing a day return ticket 
on British Railways which was at the same rate as the 
charges on London Transport services, and that has 
enured to this day. 

I should add, to complete the picture, that the London 
Tilbury & Southend portion of British Railways was, of 
course, transferred lock, stock and barrel to the London 
Transport system of charging at the same time. 

Because assimilation predominated, and because of what 
I have ventured to call the climate of the time, the 
approach at that time was based upon the revenue require- 
ments, not of London Transport alone, or on the London 
Lines of British Railways alone, but upon the London 
Area as a whole and I should like, Sir — although I do 
not think it is necessary for you to look at it — to remind 
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the Tribunal that at that time the case presented by the 
Commission and shown in a document which was printed 
in the Proceedings of the 1950 Inquiry, headed “ RHW 4 ”, 
set out the Commission’s view of the revenue requirements 
of the London Area and adopted the approach which I 
have just indicated as being our present approach. 

In other words, Sir, the requirements were working 
expenses, Central Charges, replacements reserves and 
general reserves, and the document Exhibit RHW 4, for 
the record, is printed at page 27 of the 1950 transcript 
of Proceedings. 

This was the evidence of Mr. R. H. Wilson at that 
time, directed to the London Area, not only as to what 
was then a forecast of the working expenses and of the 
Central Charges, but also a requirement of £2m. for 
general reserves and £2m. for replacement reserves. 

I have already referred to the Tribunal’s decision upon 
that Application ; referring to the same document, the 
Tribunal’s Preliminary Decision, one can see that that 
attitude then commended itself to the Tribunal, and they 
in fact approved fares on the basis that a yield would be 
produced which would in the end make a contribution 
towards these two kinds of reserves ; and I think I can 
work out — although they did not say in terms what they 
were doing — what minimum contribution to that reserve 
aspect was then thought proper by the Tribunal. 

I am referring to the Preliminary Decision dated 13th 
July, 1950, page 4. The Tribunal there set out the 
revenue requirement which the Commission had pro- 
pounded, and at the top of the second column they went 
on as follows : “ In support of this estimate of £82-4m., 
Mr. R. H. Wilson, the Comptroller of the Commission, 
gave evidence in considerable detail. His evidence was 
criticised by the Middlesex County Council, who finally 
submitted that the fair contribution of the London Area 
should be a sum which they estimated at £75- lm. This 
estimate was compiled by Mr. Stanley William Hill, an 
experienced accountant and financial adviser versed in the 
accounts of the former Amalgamated Railway Companies 
and the London Passenger Transport Board, and well 
qualified for the purpose for which he was called to 
give evidence. 

“ In the Commission’s estimate of £82-4m. two items 
totalling £4m. were included : — General Reserve including 
liquidation of accumulated deficits, £2m. and Replacement 
Reserve £2m. Excluding these two items, both of which 
Mr. Hill submitted should be struck out of the estimate, 
the difference between the two estimates as finally sub- 
mitted was £3 -3m. It was admitted on behalf of the 
Commission that one of Mr. Hill’s criticisms was well 
founded — the omission from their estimate of a credit 
in respect of receipts from parcels carried by passenger 
train, which Mr. Hill estimated at £0-5m. The Commis- 
sion considered this £0'5m. excessive, but no data being 
available for estimating such receipts they were not able 
to offer any reliable alternative ”. 

Pausing there, Sir, it is quite clear that the Tribunal 
knocked off at any rate half a million pounds from the 
Commission’s requirement, bringing the Commission’s 
figure of £82’4m. down to £81 -9m.; that is the effect of 
getting what the Commission were asking for, except that 
one adjusts it by subtracting half a million pounds in 
accordance with that finding of the Tribunal. 

( President ) : It is not quite an express finding, Mr. Fay ; 
Mr. Hill said half a million, and the Commission said a 
sum, but do not say how much. You are inferring that 
the then Tribunal deducted £0-5m. 

(Mr. Fay ) : I infer it, Sir, because there was no alterna- 
tive ; the evidence was all one way, and I assumed the 
Tribunal was accepting that deduction. 

(President) : I cannot speak for the Tribunal, but I 
should be concerned to see whether the £0'5m. was 
excessive in itself. But I understand how far you are 
getting ; you are deducting £0-5m. as being an admitted 
deduction. 

(Mr. Fay ) : Yes, Sir ; I was pausing there and making 
that adjustment. The Commission had asked for £81 -9m. 
which is, in fact, £77-9m. plus £4m. reserve, so in that 
figure of their request it is £77-9m. and no more, unless 
you give something for reserve. 
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Let us see what was given ; a little further down the 
column the judgement goes on: “Having considered all 
the evidence laid before us and the rival contentions of 
the parties, we have come to the conclusion (i) that in 
estimating the Revenue Requirements of the Commission 
from their Passenger Operations in the London Area, 
which is the target of the proposed charges, some provi- 
sion should now be made for a contribution to the central 
funds of the Commission to be applied to the liquidation 
of the accumulated deficits and subsequently to the 
creation of necessary reserves as directed by Sections 92 
and 93 of the Act, (ii) that the reasonable contribution 
of the London Area to the total revenue requirements of 
the Commission so far as can now be estimated for the 
purpose of this Scheme is approximately £79m. and that 
so far as practicable the Scheme should yield that sum ”. 

If we were asking for £77-9m., if you exclude the 
reserves, and we were given £79m., then we had been 
given at least £lTm. for reserves, and that is the point 
that, with some labour I fear, I have extracted from that 
portion of the judgment. 

So with that, the first encounter of this Tribunal with 
this problem, they thought it right to give a minimum as 
inferred from that decision, df £lTm. for the London 
Area for those two reserves. I say “ a minimum one 
does not know from the judgment whether rhey have 
accepted the various criticisms of Mr. Hill of smaller 
items of the account, but if they did, then they give 
that much more to reserve. 

It appears somewhere else in the same judgment that 
they were proceeding on a cautious basis because it was 
an interim Scheme, and they thought that the £lTm. 
which they gave to reserve was a minimum figure, and 
erred, if at all, on the low side. 

That was the approach of the Commission and the 
decision in 1950. 

In 1951 the Commission’s approach was the same, and 
they were not, in fact, asking for a yield which would 
satisfy all their approach. 

The document in the 1951 Proceedings which shows 
the revenue requirement as it was then put, is Exhibit BTC 
109 which is separately printed in those Proceedings, in 
which again £2m. was included as the revenue for replace- 
ment reserve, and £2m. for the contribution to general 
reserve. 

The yield of the Scheme, as originally propounded, did 
not produce a figure which would have satisfied both 
those contributions. With those contributions of £2m., 
a yield of over £12m. was effected, and with the yield 
proposed by the Commission — it is all set out in Docu- 
ment BTC 109 — there would still, if it had been granted 
in full, have been a shortfall of £lim. So in effect, the 
Commission were saying : We ought to have £4m. to 
reserve ; we are asking you to give us enough, all but 
£Hm. — that is to say, £2^m . — to reserve. That was again 
what was asked and indeed Sir Reginald Wilson, when 
he gave evidence, said at once that not enough had been 
asked for. 

But be that as it may, the Tribunal then thought that 
the Commission had asked for too much, and it reduced 
the yield ; but there is no decision from which I can 
extract, whether laboriously or not, any figures of what 
was or was not given on that occasion. 

The next Inquiry was in 1953, and on that occasion 
there was a slightly different approach to the question 
of how to quantify what is required ; it really goes back 
to what is summed up so admirably by Sir Reginald Wilson 
in an answer that he gave, and I cannot do better than 
to refer you to that. 

In the 1953 Proceedings at Page 40, Question 136, Sir 
Reginald Wilson explained the difficulties of assessing a 
contribution by reference to what was the precise revenue 
requirement of the London Lines of British Railways. He 
was asked this question in examination-in-chief ; I should 
preface it by saying that the table which had been put 
in on that occasion was a table of the revenue require- 
ments of London Transport only, and it showed a London 
Transport surplus, if the Application were granted, of 
£0-8m. 

Having been asked about that, Sir Reginald was asked : 
“ And if one accepts that, it means, in effect, does it not, 
that London Transport costs, which can be dealt with 
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with precision and which you have already dealt with 
in some detail, are mainly the determining factor in fixing 
the prices to be charged for London Lines? Do you 
consider that result to be a satisfactory one?” And Sir 
Reginald said : “ Well, I would say, in the first place, that 
in the circumstances it is inevitable. And again, in the 
circumstances of this case, I think I can say that it is not 
unsatisfactory. We have to remember that the fare 
revenues of the London Lines of British Railways are 
hardly more than one-fifth of the total, whereas London 
Transport services represent four -fifths, with a reservation, 
which I will mention in a moment. I, therefore, think 
it is proper to allow the fare level required on London 
Transport services to determine at least the fare level 
of London Lines. My reservation was important, and it 
is this ; there must be no fundamental difference between 
the costs of these two parts of the same service in the 
London Area. That is to say, the London Line costs 
must not diverge greatly from the London Transport costs. 
In other words, provided the London Lines do not show 
unconscionable profits or absurd loses as the result of 
using the same fare level as London Transport, I think 
the position is really satisfactory and proper ”. 

That was the reason behind abandoning, so far as the 
Commission were concerned, the approach of trying to 
assess the future finances of the London Area as a whole 
in terms of precision and going on to a method of 
presentation which involved assessing with precision the 
finances of the major partner in the London Area, which 
is London Transport. That gave you an accurate picture 
as regards four-fifths of the traffic ; in the light of that, 
you looked at the requirements, and gave effect to the 
yield by increasing fares, and after that date, what was 
necessary to London Transport was applied to the London 
Lines of British Railways unless it produced some absurd 
result one way or the other. 

That is the approach which broadly the Commission 
have taken, or have wished to take, since that time. At 
that time it represented a change from the attempts 
which had been made in previous years to give some 
sort of precision to the figures for London Lines, and in 
that year, whatever precision could be given to them 
was given by means of oral evidence ; and the Tribunal, 
in the memorandum it produced in that year, went m 
considerable detail into an assessment of not only what 
the future position of London Transport was, but also 
into an assessment of the future of London Lines, and 
because of the importance which the Tribunal then attached 
to considering the position of London Lines, in the next 
year, 1954, when the matter again came before this Court 
on another Application for a “ hand-to-mouth ” increase, 
you will recall that there was an elaborate attempt by 
means of a costings exercise, or a series of them, to 
construct as accurately as could be constructed, a picture 
of the expenses of London Lines. 

I suppose everyone here present knows the difficulty 
about London Lines ; one can assess the revenue with 
some precision, but it is the expenses which are the 
difficulty, because they are shared with the other passenger 
services of British Railways, and go beyond London Lines. 
Not only are they shared in the sense of track and 
signalling, but they are shared on the very same train. 
There may be two people sitting side by side at the 
London terminus, one of whom is taking a journey on 
London Lines within the meaning of this Scheme, and 
the other who may be doing no such thing, as he is 
travelling outside the London Area. This factor presents 
costing problems, as we know, of extreme difficulty, 
requiring the exercise of judgment, and they are the 
reason for the impossibility of arriving at an accurate 
figure of the picture on London Lines. 

The costings exercise we went through in 1954 was an 
attempt to introduce whatever accuracy, or measure of 
accuracy, which could be introduced, and I think I am 
right in saying that that did not commend itself very 
highly to the Tribunal, and since then, and it is still the 
position today. We do not propose to make an elaborate 
costings exercise ; we propose to look at the position of 
London Transport, and in the light of the position of 
London Transport, to assess what the yield of a maximum 
Charges Scheme ought to be ; and then to look at London 
Lines of British Railways and see what happens if the 
same maxima are applied to that system. In my sub- 
mission, Sir, the result is a perfectly satisfactory one. 
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I should say that from the decision upon the London 
Area Scheme in 1950, the question of the surplus being a 
surplus devoted in the terms of the Statute to the reserves 
of one kind or the other, gradually, as Inquiries went on, 
receded into the background and there came to replace it, 
owing to the nature of the degree of inflation which was 
being coped with at that time, an idea that any surplus 
was a matter to be used, as it were, as a cushion against 
the next round of inflation ; in other words, it was 
regarded not from the point of view of something neces- 
sary in order to cope with the replacement problem or 
the creation of a reserve problem, but the immediate 
contingency problem, and that has been the atmosphere 
in which each Inquiry has been conducted down to and 
including 1957. 

By that time the position had been reached where on 
the old approach to these matters the Commission had 
been asking only for charging powers for London Trans- 
port sufficient to cover its working expenses its Central 
Charges, and a very small surplus indeed ; and as a fares 
policy, Sir, I fear it has failed. 

There are many reasons why that, as a fares policy, 
has not been success ; it was not thought right in times 
of inflation, or in the circumstances of the times, to ask 
for more than a bare minimum to carry the organisation 
through the next year. Well, Sir, that kind of process 
cannot go on for ever ; we hope we are in calmer waters 
now economically, and my case is that whatever the 
outlook, an attempt must now be made to halt that process 
of trying to provide nothing more than the tiny margin, 
which in effect has in the past been overtaken and has 
been turned into a deficit. 

The results for London Transport, on their activities 
over the decade during which they have been in existence, 
are set out in one of the documents in this case, Document 
PJ 14. This is an attempt, summarised in tabular form, 
to show what, according to the annual accounts published 
by the Commission, has been the factual result of the 
operations of London Transport. The first three lines 
are actual figures taken from the accounts. They show, 
in the first line, year by year between 1948 and 1957 the 
net traffic receipts. In the second line there is added 
back the product of commercial advertising, letting of 
sites, etc., which, although separated until recently in the 
accounts, clearly, for this purpose, ought to be included. 
That gives a total of net receipts, again factual, in line 3. 
Then those net receipts as I now present the case, are 
that which has to cover the remunerative carriages by 
paying Central Charges and paying the other infinitesimal 
Central Charges — “ infinitesimal ” by comparison with the 
remunerative carriages — and also to produce the surplus 
to which we are directing attention ; but, by and large, 
they did not even pay the Central Charges. 

In line 4 a figure is set out year by year at what the 
Central Charges ought to be. This is, of course, to some 
extent a controversial line. In 1953 this Tribunal said that 
£5. 4m. was the appropriate figure for London Transport 
Board’s provision to the Central Charges of the Commis- 
sion, and what the framer of this table has done is to 
take’ that figure as the appropriate contribution down to 
that year. I shall expect to be told by the Objectors that 
it ought to be less in the earlier years, but I do not mind 
very much if I am. In the succeeding years it has been 
taken at the figure which, in fact, the Commission put 
forward of £5^m. and which, I think I am right in 
saying, was, either tacitly or not, accepted by the Tribunal 
as the proper contribution. 

I should say this at once, since I am referring to the 
Central Charges, that in the last two years on these 
Applications we have said to the Court that we think 
£5^m. is not enough ; but since it was put forward for 
the purposes of the Application, here it is. Deducting that 
contribution, one sees that, with the exception of the very 
first and the very last year, there was always a deficit, 
never anything to set towards Replacement Reserve or 
General Reserve. There was a nice handsome surplus the 
first year of £2m. which got whittled away in time, and 
it had turned into an accumulated deficit by the end of 
1950 and a deficit it has been ever since. On the basis 
of this assessment of Central Charges, the accumulated 
deficit is now £15im. As I say, it may be that the 
Objectors will say : “ Well, the figure ought to be less for 
Central Charges in the earlier years ”, but they would have 
to make an adjustment which would be quite out of 



MINUTES OF EVIDENCE 



15 



18 December, 1958] 



countenance with reality in order to find that the accumu- 
lated deficit of £15+m. was, in fact, a surplus. There can 
be no doubt that London Transport operations over the 
years have resulted in deficit after deficit down to 1957, 
when there was a small surplus of £0-2m. which reduced 
the accumulated deficit by a like sum, and which has, one 
suspects, disappeared during the current year. London 
Transport needs more money than it has been getting, 
quite clearly. It has got to get out of this rut of deficits 
and meet its proper expenses, and that is one of the 
purposes of this Scheme. 

What we are doing, so far as London Transport is 
concerned, is, in effect, to go back to the approach which 
was adopted in 1950 and 1951 and to reiterate that it is 
essential for the continued financial health of London 
Transport, not only to cover working expenses and 
Central Charges, but also to have a surplus for Replace- 
ment Reserve and General Reserve. 

The position differs from that which obtained in 1950 
and 1951 in two ways : The first is that the task is much 
more urgent today, as I submit it is ; and the second — 
which is a fairly minor point — is that we do not attempt 
to look at the London Area as a whole with the precision 
which was then attempted and to assess the financial 
requirements, but we keep to the approach which has 
been adopted in recent Inquiries along the lines which I 
have already adumbrated. Having done that. Sir, we 
say: “There is our target, and we shall frame a maximum 
Charges Scheme to enable us to reach our target.” At 
the same time, although the target at which we aim is one 
which we hope to reach, it is one we hope to reach some 
time in the future, it is not one which we hope to reach 
immediately by immediately putting up fares. As with 
British Railways outside London, the question of when 
and how to use the powers, if new powers are granted, 
is a question which we submit, should be left to the 
Management of London Transport. 

I should add before I get into the figures, on which I 
am about to embark, that the Scheme is intended to 
enure for some time in the absence of any round of 
further inflation, which everyone hopes may be avoided, 
and that it is based on present-day conditions. We have, 
in fact, at long last managed to get away from the 
hypothetical “ X,” “ Y ” or “ Z ” year ; there are no 
notional alphabetical later years in this case, I am glad 
to say. 

Now let me look at the financial side of London Trans- 
port in a little more detail, and let me start by looking at 
Exhibit PJ 11. This is an Exhibit in familiar form setting 
out the gross receipts, the working expenses of London 
Transport, adding in receipts from commercial adver- 
tising and deducting the minimum contribution to Central 
Charges, and finding at the end a surplus or deficit. It 
does that, first of all. for 1957 on the basis of the published 
figures and using, as we said last year, a figure for Central 
Charges which is, in our opinion, an insufficient figure. 
That produced, as the Exhibit we last looked at showed, a 
surplus of £0-2m. The next column sets out the position in 
this current year, 1958, according to the budget which 
was prepared for that year. In other words, it is what was 
expected to happen in normal circumstances during this 
current year. The net traffic receipts were expected to be 
£4-2m. and fije net receipts, after dealing with the adver- 
tising and letting of sites, were expected to be £5im., which, 
in fact, was the exact equivalent of the old rate of contribu- 
tion to Central Charges ; but for this year the Central 
Charges are put at £6m., and part of my case is to justify 
that figure as the fair and proper contribution of London 
Transport to the Central Charges of the Commission. I 
will come to that presently. 

I say that is the budget because it is obviously not an 
actual picture of 1958. 1958 has been bedevilled by the 

Bus Strike and the consequent permanent, as it seems, or 
semi-permanent, loss of traffic on the buses of London, 
and the way in which the receipts of London Transport 
suffered in consequence are shown in the preceding Exhibit 
BH 17, which compares the receipts side of the budget with 
the actual receipts, four-week period by four-week period. 
You will see the distressing gap in May and lune of this 
year, and you will see that, as far as this table goes — 
which is down to the week-ending the 7th December of 
this year — the accumulated deviation from the budget is 
1 1-6 per cent., of £9,013,000. So that the receipts by then 
were down by £9m., and one might suspect that the 
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financial picture for the year, when it comes to be looked 
at and calculated, will not be very encouraging. That is 
why any attempt at reproducing the current year as an 
actual in this table would be an idle exercise and you 
have budget figures in the separate column of PJ 11. 

The last column is headed “ 1959 Budget”, and that is 
what it is ; that is the column which in past years we have 
called “ X ” “ Y,” “ Z ” years, and so forth. There was, in 
fact, some suggestion that this one should be called “ E ” 
Year. In point of fact, it is London Transport’s forecast 
of what is going to happen in 1959, and that is the budget 
on both sides, the receipts and the expenses sides, for the 
forthcoming year at present levels of traffic and present 
levels of service. It shows the traffic receipts at £3-6m., 
total receipts at £5m., which is a shortfall of £lm. com- 
pared with the Central Charges. The way in which that 
budget is forecast will, of course, be explained by the 
witness if necessary, but it has been explained to you many 
times. 

I can sum up London Transport’s financial case by 
saying that what London Transport has to aim at — not 
necessarily “ reach ” within the next twelve months, but 
aim at — is a sufficient revenue to cover its working ex- 
penses, to provide £6m. for Central Charges, to provide 
£3m. for a Replacement Reserve, and £2m. towards the 
General Reserve of which the Statute speaks. That means 
that the net receipts, after adding in commercial adver- 
tising and so on, ought to be film.: £6m. Central 
Charges, £3m. replacement, and £2m. General Reserve. 

( President ) : The total net receipts shown in line 7 
on PJ 11 ought to be £llm. and not £5m.? 

(Mr. Fay): Yes. The difference is £6m., and a £6m. 
yield from the Scheme is the target to be aimed at. We 
have, in fact, produced a Scheme the total discounted yield 
of which is £5-9m. on the basis of the 1958 level of activity, 
and that is what was in mind when the Scheme was pro- 
duced. On the 1959 level the discounted yield of the 
Scheme, if implemented in full, will be £5'7m. So that 
once again we are on the modest side as compared with 
what it is conceived will be the financial requirements. 

But before I go on to yield, let me answer the question : 
Why do we say Central Charges should be £6m.? And 
why do we say we need £3m. Replacement Reserves and 
£2m. General Reserve? 

Firstly, Central Charges. We saw this coming, as you 
know, and on the last two occasions we were here we said 
that £54m. was not enough. The method of arriving at 
the proper share of London Transport to the Central 
Charges of the Commission has been gone over before 
now, and is, as I think is generally accepted, a matter 
for the exercise of judgment. The Tribunal, in fact, said so 
in its 1953 Memorandum, Paragraph 17, and perhaps I 
had better cite that. About a third of the way down page 
10 you will see: “Sir Reginald Wilson’s approach to this 
problem, unlike Mr. Hill’s, lacked any element of novelty, 
being essentially the same as that adopted by him at both 
the two previous inquiries. His views summarily stated 
were as follows— (1) that the Commission’s central charges 
could not properly be apportioned between its separate 
and heterogeneous activities by the simple application 
of any precise mathematical formula or by any combina- 
tion of any mathematical formulas, (2) that in the last 
analysis any such apportionment was a matter for the 
exercise of financial and commercial judgment. (3) that in 
the exercise of this judgment regard should be had to 
(inter alia) all such mathematical computations as could 
reasonably be said to throw any light on the problem, 
but, (4) that the results of any such computations should 
be looked upon as supplying an answer or answers to the 
problem but as guides to its solution, or, at all events, 
as fixing limits within which the solution was to be found. 
We agree substantially with these views. Sir Reginald 
supplied us with the results of three computations respec- 
tively on the ratios between the book values of the fixed 
assets, the working expenses, and the staff of the Executive, 
and the corresponding figures for the Executive as a 
whole . . .” 

I venture to found myself upon what was then the 
Tribunal’s view that Sir Reginald Wilson’s approach was 
the risht one, and I approach it from that standpoint. The 
Commission has gone through a process of exercising its 
financial and commercial judgment of this problem, and 
both the Commission on the one hand and London 

B 
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Transport Executive on the other have agreed that, in 
present circumstances, the figure of £6m. is right, it is an 
agreed figure with the two organisations. Mr. Winchester 
and Mr. James of London Transport (who will give 
evidence upon these matters) will say, first of all Mr. 
Winchester, that applying Sir Reginald Wilson’s three tests 
I mentioned in the extract which I have just read, one gets 
confirmatory figures. If you apply the test of the com- 
parative book values of the fixed assets, that throws out a 
London Transport contribution of £6'4m. ; if you apply 
the test of a comparison of the working expenses, it 
throws up a figure of £6Tm., and if you apply the test 
of a comparative figure of staff it produces £7m., and Mr. 
Winchester adds a fourth test, that of the ratio of gross 
receipts, which produces the figure of £6m. So of the 
various tests we have, in fact, adopted the lowest of the 
four figures which those tests produced. 

I think Mr. James in his evidence will concur with that 
viewpoint expressed by Mr. Winchester, but Mr. James has 
two more points to make upon the matter. One is this, 
that if it were considered admissible — which the Commis- 
sion, of course, have always opposed — to isolate the actual 
capital structure of London Transport and to consider the 
actual capital invested in London Transport and try and 
isolate it as a block of capital to be remunerated, there 
has been a very significant change in one of the few identi- 
fiable pieces of capital, because in 1935 the London 
Passenger Transport Board raised a £29m. loan at the then 
very cheap rate of 24- per cent. That fell due for repay- 
ment in 1954 and was re-financed at 4 per cent. So it 
meant that if one were minded to try and isolate any par- 
ticular piece of investment, this identifiable investment 
produced an increase in 1954 of no less than nearly half 
a million pounds in interest. 

[President) : That is what Mr. Hill used to call his 
specific approach as opposed to what he used to call the 
global approach. 

[Mr. Fay ) : Yes ; that is what Mr. Hill rather liked. 

[President) : I think in the end he ceased to like it. 

[Mr. Fay) : He probably saw where it was leading. 

[President) : He saw where it had led him. 

[Mr. Fay) : Anyway, if anyone likes that approach, we 
have got an extra half a million on it. 

The other point — and I shall deal with it in a little 
more detail when I talk about replacement — is this, that 
considerable increases in interest charges are going to be 
incurred by London Transport in consequence of the 
major replacement programme of capital assets which is 
about to be embarked upon. That is, I think, all I need 
say about Central Charges. At the end of the day I 
shall submit that £6m. is a minimum figure in present 
circumstances, and it will look, as I venture to think, as 
though the effective figure cannot long remain at £6m. 
This Scheme, it is hoped, will enure for some time, and 
we are taking, on that basis, a very conservative figure, 
in our submission. 

Then we now pass to the Replacement Reserves, for 
which we say we need £3m. of the surplus. A -number 
of things emerge from a consideration of depreciation 
and replacement, and they are not always easy concepts 
to get into one’s mind ; so to satisfy my own mind — 
which is rather simple in dealing with these matters — I 
have constructed a fairly simple example, a hypothetical 
example, which I hope will not be unduly distressing to 
those with more subtle minds than I possess. To illustrate 
the problem and its consequences, I take the case of a 
bus which was bought originally at the price of £1,000. 

I expect I shall be told it must have been a very small 
bus, but never mind, it has the advantage of costing a 
nice round figure. As I say, it cost £1,000, and it has 
been used for a number of years in the organisation 
and it is approaching the end of its useful life. It 
has had a life put down of ten years in my example. 

I have no idea what life accountants put on a bus in 
actual fact, but ten years is a very convenient figure 
for my mental arithmetic. On the basis on which depre- 
ciation is accounted for in the accounts of the Commission 
— that is the historical-cost basis on a straight-line basis— 
that bus, having a life of ten years, will be depreciated 
in the books of the Executive and the Commission at the 
rate of £100 a year, with the object, of course, that at 
the end of its useful life, the passengers having worn 



it out by running up and down the stairs, they will have 
provided out of income the capital equivalent to replace 
it. That is the start of my example. The problem arising 
from this fact is that prices have all gone up since the 
bus was bought and it is now depreciated, but when it 
is replaced it is going to cost, not £1,000 but £2,000. 
If one appreciates that fact, say, at the end of the 7th 
year of the depreciation, what ought one to do about it? 
At the end of the 7th year you have got £700 in the 
kitty towards buying the new bus, but you now wake up 
to the fact that in three years time you will need, not 
£1,000 in the kitty, but £2,000. So that at the present 
moment you are faced with raising from somewhere, not 
merely the £300 that you would have needed in the next 
three years, but also another £1,000. 

Now what should one do? We know that very often 
there are two schools of thought about this. One school 
says you should pay no attention to the increase in 
costs and when you find you have got to lay out money 
on the new bus and you will only have £1,000 in the 
kitty, you will have to borrow the other £1,000 or provide 
it out of your surplus, if you are lucky enough to have 
one. That is in fact what has been happening to London 
Transport, because there is no replacement reserve to 
account for the difference. 

But we say that view is the wrong view. We say that 
the proper and prudent course is to make provision for 
replacement now on a replacement cost basis. Looking 
back again at my childish example of the £1,000 bus, 
having to make up the accounts for the 7th year, we 
say that you should now set aside, not one-tenth of £1,000, 
but one-tenth of £2,000. As a matter of accounting 
mechanics, you still put the £100 into the depreciation 
section of your accounts, in other words, the £100 is a 
working expense, and the other £100 you put into what 
you call a replacement reserve. But whether it is charged 
as a working expense or whether it is appropriated out 
of net profits as a charge against those profits, it is a 
figure which has to come out of the annual earnings of 
the Undertaking, and we say that if you do not do that, 
Sir, the public are simply not paying for that which they 
are wearing out through the years. We are not, of 
course, asking to go back and recover the past years of 
depreciation which, on the present view, ought to have 
been at £200 and not at £100, that would be too great 
a burden and no one has ever suggested it, as far as 
I know ; it is the annual rate of contribution which it 
is now said ought to be made at the proper replacement 
rate and not at the historic cost. 

Reverting to the bus, that means that if you have 
managed in your last three years of depreciation to 
persuade the Tribunal which controls your income that 
you should do this and you have in fact been enabled to 
do it, then when the bus comes to be replaced, you will 
have at least £1,300 in the kitty; you have lost £700 in 
the past years, but you have made up another £300. 
There is still, of course, that £700 to be borrowed, that 
is inescapable ; but you have got to borrow £700 and not 
£ 1 , 000 . 

That is what I am endeavouring to talk about at this 
stage of my Opening Remarks, and I can go on to 
translate that into terms of reality by saying this: The 
annual sum needed to raise the depreciation of the assets 
of London Transport from an historic basis to a replace- 
ment basis can be factually ascertained, because London 
Transport keep a continuous record of what the replace- 
ment value of their assets is, and the amount needed on 
the assets which are now being depreciated is £2- 8m. 

I emphasise that this is the figure as regards assets which 
are now being depreciated, because there are a great 
many assets amongst those of London Transport which 
are still in use, although they have exceeded their 
accountancy life. There are a lot of over-age assets. 
There are a lot of my hypothetical buses running in 
their 11th, 12th and 13th years, and because depreciation 
is on the historical basis, at the end of the vehicle’s or 
plant’s notional life, of course, there is no further figure 
in the accounts for depreciation thereafter. If those 
assets are taken into account — as, in my submission, they 
clearly ought to be — the extra amount required to lift 
depreciation from historic cost to replacement cost on 
present-day values is not £2-8m., it is £3-9m. 

As I said, there has been, as is well known, a con- 
troversy in accountancy circles as to whether that process 
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should be adopted. In my submission, so far as an 
organisation of this kind is concerned, there is a formid- 
able body of authority in favour of the view that it 
should be adopted. Mr. Winchester will give references 
to a number of cases in which pronouncements have been 
made, but perhaps I might cite one or two of them. 

The first is the Herbert Committee of Inquiry into the 
Electricity Supply Industry. They said in their report, 
at Page 87, Paragraph 331 of Command Paper 9672: 
“ There has been much dispute in industrial and account- 
ing circles as to whether, in a period of inflation, the 
difference between a depreciation charge based on 
‘ replacement cost ’ and one based on ‘ historical cost ’ 
should be shown in a company’s accounts before arriving 
at a figure for profit or whether that difference should be 
shown as an appropriation of profit. In industries where 
prices result from a process of competition between firms 
the calculation of depreciation is primarily a matter of 
financial policy concerning the disposal of the revenue of 
the business, e.g. the amounts that should be kept for 
the replacement of assets, reserves and carry-forward or 
used for dividends. The depreciation calculation is not 
in such cases a direct determinant of prices. In the case 
of a State-owned monopoly, however, on which com- 
petitive forces do not operate strongly, prices must be 
determined by a process of calculated assessment. It 
seems to us that a proper element in arriving at these 
prices is the cost of the resources used up in the process 
of manufacturing and delivering the product — in this case 
electric power. It also seems to us that this cost should 
reflect current price levels rather than those ruling at the 
time when the plant was originally installed. The require- 
ments of Section 36 (1) of the Electricity Act, 1947, that 
combined revenues, should not be less than sufficient to 
meet combined outgoings chargeable to revenue account 
faking one year with another, do not conflict, in' our view, 
with this approach ”. 

Then the Chambers Committee of Enquiry into the 
London Transport glanced at this problem in Paragraph 
441 of their report. They were talking then about the 
depreciation of railway rolling stock, and they said : 
“ Depreciation is charged on the basis of the original cost 
of the rolling stock much of which is many years old ; 
if provision were made for replacement on the basis of 
present-day costs the amount required would be about 
twice as much as the sum charged for depreciation in the 
accounts. So long as the revenues are insufficient to 
enable sums to be set aside to provide for the full cost 
of replacement it cannot be said that London Transport’s 
finances are on a sound basis ”. 

That is the sound basis on which we want to put them. 

The practice of the industry in general is to save enough 
by one form or another, out of revenue to provide for 
replacement. 

( President ) : While we are on that, it is worth while 
reading the concluding part of Paragraph 278, which draw's 
the comparison between the road services and the Rail- 
ways. 

{Mr. Fay ) : I will read that paragraph at page 64 : 
“Depreciation of railway rolling stock in 1953 amounted 
to £933,188 or LI5d. per car mile. This depreciation is 
based upon the original cost of the rolling stock. If the 
provision were based upon the cost of replacement at 
present-day prices the provision needed would be rather 
more than twice the figures actually charged in the 
accounts. In due course London Transport will have to 
replace this rolling stock and so long as the undertaking’s 
revenues are insufficient to enable sums to be set aside to 
provide for the full cost of replacement it cannot be said 
that the finances are on a satisfactory basis or that, taking 
one year with another, the undertaking is truly paying 
its way. In this respect the position of the London Trans- 
port railways is worse than that of London Transport’s 
road services because a large proportion of the road 
vehicle fleet has been replaced fairly recently at a rela- 
tively high cost so that the present depreciation charge 
in respect of these vehicles is not very different from 
what the charge would be if it were based upon the current 
cost of replacement.” 

That foreshadows a point which I was going to make 
a little later, but I think my note has now reached the 
point where that becomes a material matter. But before 



I get to that, may I cite my last authority upon the ques- 
tion whether or not provision should be made for 
Replacement Reserve or for other forms of depreciation 
provision? This matter has arisen, in precisely the same 
context, as regards provision for Provincial omnibus com- 
panies upon their fares Applications, and on one occasion 
a combined series of Applications by South Wales 
omnibus companies was carried on appeal to the Minister 
of Transport, and the Minister gave a decision in the 
form of the usual letter in which decisions on these 
appeals are given. The letter in this case is dated the 
13th July, 1954, the Ministry reference being 
RT. 514/7/020. The question arose in that appeal in 
precisely the same context as in the present Application, 
namely, as to whether, in deciding what fares should be 
permitted to the Applicant bus companies on the basis of 
their accounts, they should be allowed to charge against 
revenue depreciation on a replacement basis. In other 
words, whether replacement should be taken into account 
in deciding- how much money they were making, or 
whether they needed any more. The Minister, in Para- 
graph 12 of his letter, said this: “Finally, there is the 
vexed question of depreciation, reserves and dividends. 
On depreciation and reserves the important factor, as the 
Minister sees it, is the total amount required to make 
provision for the replacement or renewal of the assets 
of the undertaking in order that the services may be 
satisfactorily maintained. In his opinion fares should 
be so fixed as to enable an operator to make reasonable 
provision for this purpose. What matters if the total 
provision, whether made by way of depreciation or by 
retained profits put to reserve. In the cases now before 
him the Minister does not consider that the amounts 
accepted by the Licensing Authority for this purpose were 
excessive.” 

I do not know that I need explore what those amounts 
were, but that is a statement, on an appeal under the 
Road Traffic Act to the Minister, of the policy that 
Provincial omnibus companies should have a revenue 
sufficient to provide for depreciation on a replacement 
basis. 

Out of this question of replacement flow two further 
results connected with, but different from, the problem 
of the Replacement Reserve. Reverting to my simple 
bus which originally cost £1,000 and is replaced at £2,000, 
even if you have managed for part of its life to ins titute 
a replacement reserve which will bring the annual sum 
up to that required on the straight-line depreciation basis 
over its accountancy life, you are still short at the end 
in my example. I caught up in the last three years, but 
I was still £700 short ; and that means that not only is 
it prudent to raise the depreciation as early as possible 
to a replacement level, but also, because you have missed 
six years, there is bound to be a capital expenditure at the 
end of it. If you have already got a reserve, well and 
good, but if you have not you have to borrow further 
capital, you have to service that capital, and, of course, 
the interest swells, in this case the Central Charges. That 
is the Central Charge element of the replacement which 
is bulking larger every year in the London Transport 
picture. 

The other factor is this — and this is something which 
is, I venture to think, of great importance : When you 
have bought your new bus for £2,000, as the Chambers’ 
Report indicated, you then depreciate it at its new historic 
cost. So whereas your old depreciation provision charged 
as a working expense was £100, as from the time the new 
bus is put into service it becomes £200. That means that 
whether or not you institute replacement reserves today, 
you are going to be driven willy-nilly if you are running 
a transport organisation to providing precisely the same 
amount by way of ordinary historic-cost depreciation as 
soon as the asset is, in fact, replaced. In fact, as time 
goes on and as the pre-war assets are replaced by post-war 
assets, so the amount required for any replacement reserve 
will shrink and be replaced by a corresponding need for 
increased depreciation provision. This is no idle matter. 
This is a matter of immense importance in the immediate 
future of London Transport finances, because they have 
in hand a big replacement programme which has already 
started, and I think it might be of assistance if I referred 
to an example from it. 

What I now wish to come to is the example which, 
as it were, transforms my simple little bus into a real 
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d'e picture, and it is an example of what is now starting 
with the replacement of the rolling stock on the Piccadilly 
Line of the Underground Railways. That replacement 
of worn out and time-expired rolling stock is starting ; 1 
am not sure whether it has started, I think it probably 
has, but only just; but it is starting and it will gain 
momentum over the next year or two and will be com- 
pleted by the end of 1962. That is a big undertaking. 
The book value of the old stock was £2Tm. 

{President) : You mean written down? 

{Mr. Fay) : No, Sir ; that is the gross book value. It 
was depreciated on a thirty-year life and the annual 
depreciation was £70,000. The new rolling stock will 
cost £10-8m. 

{Mr. Phillips): How much have they depreciated, in 
total, of the old stock? Is it all depreciated? 

{Mr. Fay): I doubt it, Sir, but I will obtain an answer 
to that question. What I am seeking to do now is merely 
compare the rate of depreciation before and after the 
change over. 

{Mr. Phillips): You are giving a different life to these? 

{Mr. Fay): I do not know that that matters. In point 
of fact I am, but the point I am making is that the 
Piccadilly Line stock during the years when it was all 
within its life— that is, within thirty years of purchase— 
was depreciated at the rate of £70,000 each year. Of 
course, if any of it was kept on as a time-expired asset 
the depreciation would fall off, but I am assuming it has 
been depreciated. 

{Mr. Phillips): Thirty times £70,000 makes £2-lm. 

What I am getting at is this: This new stock costs, shall 
we say, £10m.? 

{Mr. Fay): Yes. The new stock, is £10-8m. and it 
has been given, mercifully, a longer life of forty years ; 
and a simple sum shows that the annual charges, once 
it is all in operation and on the books, is £270,000. 

{Mr. Phillips): That is historical cost in each case? 

{Mr. Fay) : Yes. 

{Mr. Phillips): There is no element of additional cost? 

(Mr. Fay) : No, Sir. 

{President) : Your observations assume that if there be 
any change in the level of prices it will be upwards, do 
they not? 

(Mr. Fay) : They do. 

{President) : If the level of prices, in accordance with 
everybody’s hopes — to put it as high as one can — were to 
go down, the depreciation on historical cost would give 
you an advantage? 

(Mr. Fay): Theoretically, that is so. But this problem 
arises chiefly not out of the recently acquired buses, but 
out of the pre-war acquired railway rolling stock, and 
no conceivable process of deflation is going to get us 
back to pre-war prices, I should have thought, in practical 
terms. Of course, we are not asking for a figure as high 
as on the present day prices we are justified in asking 
for. What we are asking for is a round figure of reserve 
to meet this problem which, even if prices do come down 
and come down substantially, is still there and is going, as 
I say, to be translated from a problem of whether we 
should have the reserve into the problem of finding the 
working expenses of the new historical cost depreciation. 

{President) : But insofar as you have quite recently, 
at the high level of cost, replaced an expensive item of 
plant and you are depreciating that at its historical cost 
and the level of prices does go down during its life, 
you will be getting a financial advantage. 

(Mr. Fay) : To that extent, yes, obviously. 

{President): However, I do not suppose even we will 
be asked to prophesy what will happen over the next 
forty years. 

(Mr. Fay) : I hope annual Schemes will have stopped 
by then. 

There is the actual position. The replacement of the 
Piccadilly Line stock means an increase in the deprecia- 
tion element in the working expenses of London Transport 
of £0-2m. annually, and that has to be provided for by 
the end of 1962. 
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{Mr. Phillips) : I hope I am not being very stupid over 
this, but that £270,000 will not be included in the reserve, 
will it? It will be in the ordinary depreciation. 

(Mr. Fay) : No, that will be ordinary depreciation. If 
we had been given powers this year to institute a reserve 
for this purpose, we should, I suppose, be placing to that 
reserve — because the stock is not yet replaced — the differ- 
ence between the present annual depreciation and the 
future annual depreciation, a difference of £0-2m. per 
year ; but as soon as the stock is bought, then the £0-2m. 
gets transferred from the reserve into the working expenses 
depreciation. That is the present actual situation. 

{President) : You do not mind, for the purposes of 
your case, whether it is provided as a future addition 
to working expenses, or as an item in the reserve which 
you desire to create? 

(Mr. Fay): Precisely, Sir. The reserve which I desire 
to create at the present moment, as I have said, is £3m. ; 
but on the full basis of including all the assets, time- 
expired or not, then it would be £3 -9m. when such assets 
got replaced. If, for example, in the next twenty years 
all the old assets were replaced and if there were no 
change in price levels there would be no further need 
for any replacement reserve, but the like sum would be 
transferred to the working expenses. 

The story of the Piccadilly Line does not end there, 
because the expenditure, as one sees, on replacement is, 
as I said, £I0-8m. whereas in the kitty to pay for it there 
is only the historic cost replacement of the old stock, 
£2-lm. So there is a balance of £8'7m. of capital to 
be found from somewhere, and that, of course, will 
have to be borrowed, and the interest on a further bor- 
rowing of £10-8m. would account for something of the 
order of another £0 2m. on to Central Charges. 

{President) : What rate are you taking there? 

{Mr. Fay) : I think I am taking 4 per cent., or perhaps 
5 per cent., I am not quite sure. 

{President) : Anyhow you say the charge, including the 
redemption charge, would come to another quarter of a 
million pounds? 

(Mr. Fay): I said £0-2m„ £200,000 roughly. 

(Mr. Phillips): And that would go into Central 
Charges? 

(Mr. Fay) : Yes, So the effect of this replacement pro- 
gramme, which is necessary to keep the Piccadilly Line 
running efficiently, is not only that there is a big increase 
in working expenses in respect of depreciation, but there 
is also an increase of similar proportions to the interest 
element in Central Charges. Of course, that is only 

a part of the picture. I have mentioned the re-equipment 
of the Piccadilly Line because that is, in fact, a process 
which is starting, but it is far from being the only process. 
It is to be followed, and I think over-lapped by, the 
re-equipping of the Central Line, and there are various 
other replacement programmes in the offing, including the 
replacement of trolley buses by diesel buses. The whole 
picture, if I may sum it up, is this : between now and the 
end of 1961 London Transport will have spent £37m. 
on capital account. 

{Mr. Phillips) : That is all on replacement? 

{Mr. Fay): I do not think I can give a plain “ Yes ” to 
that, Sir. It is largely replacement. In some replacement, 
of course, there is an element of enhancement: You 
replace a small bus by a bigger bus, and so on ; but that 
is the capital spending programme. 

Some of that will be financed from internal savings, 
largely the accumulated depreciation of the assets 
replaced, but the rest will have to be financed from 
borrowings and Mr. James will tell you that he has made 
a calculation that the result of that programme would be 
that if this Scheme were approved and were fully effec- 
tive throughout the period, right to the end of 1961, so 
that we could, starting next year, appropriate annual sums 
to a replacement reserve, there would still be required 
to be an issue of capital on which the interest charges 
would be £-Jm. 

T might add, as I understand it, if the hypothesis were 
not fulfilled and there was not in the meantime, between 
next year and the end of 1961, the appropriate provision 
for replacement reserve, then the interest on capital which 
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would have to be borrowed would be £0-9m. That is 
the first corollary of the replacement programme. The 
other corollary is that the increased depreciation pro- 
vision on the new historic cost basis of these new assets 
which are costing, as I say, £37m. will be, by the end 
of 1961 another £0-9m. 

That is the inescapable financial conclusion of the 
replacement programme which is now starting and it 
emphasises, in my submission, beyond a peradventure, 
firstly, that the £6m. which we now say is the right figure 
for the London Transport share in ithe Central Charges 
of the Commission is a figure on the modest side and, 
the longer this Scheme enures in the future, the more 
modest it is going to be ; and secondly, the corollary is 
this, that having a replacement reserve is not just the 
rosy hope of an optimistic accountant, it is an essential 
for preserving the financial health of the Undertaking. 

That is all I want to say about replacement. May I 
go on to the subject of the general reserve? Why is it 
that we say we ought to have £2m. over and above the 
figure needed for the replacement reserve? There are 
two reasons for that: The first is to act as a cushion, 
to use the convenient phrase, which is what the Transport 
Act, in the passage which I read this morning, says is 
one of its main purposes. That is a reason given also 
by the Herbert Report, if I may again refer to it, at 
paragraph 340. In that paragraph the Committee say 
this : “ It is not possible to forecast absolutely accurately 
the income or expenditure of a commercial undertaking. 
The demand for and cost of electricity are probably 
easier to forecast than the demand and cost of products 
made by private competitive firms. But even so, fore- 
casting the future is fraught with uncertainty. If, for 
example, there were a trade depression the demand for 
power might be significantly reduced for the period of 
the depression and the smaller volume of business would 
not be accompanied by a corresponding fall in expen- 
diture. The industry should in our judgment carry suffi- 
cient reserves to cushion it against short-run changes in 
demand and costs and the need for violent or frequent 
alteration of tariffs ”. That I could almost transfer word 
for word into an apposite description of what the general 
reserve is in the case of the supply, not of electricity but 
of transport : “ . . . cushion it against short-run changes 
in demand and costs and the need for violent or frequent 
alteration of tariffs 

This contingency aspect, of course, is one which has 
been present before the Tribunal each year in which the 
matter has come before it and such tiny surpluses as 
have appeared on paper in these Inquiries have been, 
in essence, to meet a small sort of contingency ; but, of 
course^ if a surplus, however small, is realised, then it 
does become a piece of reserve. But what is needed is 
not a tiny surplus of £0-4m. or £0-5m. but something 
which will build up into a reasonable fund, a fund which 
can then act as an economic stabiliser and as an equaliser 
to average the good years with the bad. 

The second object of a general reserve is to provide 
some sort of internal finance and thus arrest the ever- 
mounting interest problem. In so far as the cushion is 
achieved when the fund is built up, then it may be drawn 
on ; but unless and until it is drawn on, it is there and, 
indeed, it ought never to be extinguished once it is 
established, because it is not a short-term change it is 
a long-term change, and the revenue ought to be adjusted 
accordingly, to preserve the fund. But once the money 
is there, it is money in the pockets of the Commission, 
earned but not spent, left in the body of the undertaking 
and available for capital expenditure. Then when the 
next necessity for capital expenditure arises you are 
spending your own money instead of borrowing. So, to 
put it another way, you are lending it to yourself and 
saving interest. A modest degree of self-financing is 
something which London Transport feels it, for its 
own part, wishes to aim towards. So far as the Commis- 
sion as a whole is concerned, the question is complicated 
by the Finance Act, 1 957 ; but so far as London Trans- 
port is concerned, it is unaffected by that Act and it 
feels that as a large commercial organisation it ought 
to do what every other large commercial organisation, 
with its own financial health in mind, aims at doing and 
usually does. 
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It may be said — and Objectors have said it in the past — 
that one cannot talk about a reserve while there is an 
accumulated deficit. Well, Sir, that is, in my submission, 
a dangerous half-truth. It is perfectly true that because 
there is an accumulated deficit it is going to take more 
money and perhaps longer to build up a useful reserve, 
but in point of fact the existence of the deficit makes it 
even more important to start to bring down the debit 
balance and then mount up a credit balance after the 
debit balance has been extinguished. 

As for the suggestion which has, I think, been made 
in the past — that because there is a deficit we really need 
not bother about a reserve at all, well, that I do not think 
I need pursue unless it is raised again. Every penny of 
surplus which goes to reduce the deficit also goes, of course, 
to reduce the need for borrowing at interest. It is worth 
pointing out in passing that if London Transport had no 
acumulated deficit today the British Transport Commission 
as a whole would be saving the interest on £15-jm., if 
our calculations are right, or some lesser but still major 
figure if the calculations of the Objectors are right. 

[President ) : Do you prefer to go on and finish tonight? 

{Mr. Fay) : I am very near the end of the financial 
part and I would like, if I may, to have a few more 
minutes to finish that. 

It might also be said against me : “ Well, it is all very 
well for London Transport to talk about paying off its 
deficit and accumulating a balance on the other side, 
namely a reserve, but, in point of fact, what will happen 
to the money so accumulated is that it will fall into the 
British Transport Commission’s deficit which, as we know, 
is accumulating in large proportions ”. Well, Sir, that may, 
in fact, be perfectly true ; but every penny which is earned 
as a surplus, wherever it goes, is a penny which is going 
to avoid borrowing or which will bring nearer the day 
when the debts are repaid. All the borrowings of the 
Commission have got to be repaid, they have got to be 
serviced ; and, in my submission, there is no force in 
that kind of argument. 

Moreover, in the Accounts of the London Transport, 
once there is a reserve, it will be there for all to see, 
and it will entitle them to say: “Well, the Commission 
may have accumulated a deficit, but we have got an 
accumulated surplus and we take that into account and 
give the benefit of it to our customers instead of asking 
to put the fares up again in a bad year ”. That is the 
view, as I understand it, which commended itself to the 
Transport Tribunal in 1950, and I commend it to you, 
Sir. We have to pay off £15m. and accumulate a reserve 
of something of the order of £10 m. It would be reason- 
able to set about doing that at the rate of £2m. a year, 
and that is what we ask to be enabled to do. 

I can bring to a close what I want to say about reserves 
by noticing that private industry retains annually a far 
greater percentage of its turnover, by and large — and you 
will hear the figures from the witnesses — than we are 
asking to retain, and by referring to a statement which 
was made by the Chairman of Lloyds Bank in the Annual 
Statement of the Chairman, Sir Oliver Franks, issued with 
the Banks accounts for 1956. He said this: . . the 

weak financial position of the nationalised industries has 
remained an unsatisfactory feature of the situation. No- 
body questions the need for very heavy investment outlays 
to improve the capital equipment of these basic industries. 
What may be criticised is pricing policies that render the 
public corporations as a whole incapable of providing even 
for the replacement of capital used up in their current 
operations, far less of financing new capital expenditures. 
In round figures, it appears that in 1955 more than £300m. 
was needed to maintain intact the capital used in these 
industries, yet the combined surpluses of the public cor- 
porations themselves covered barely half of this. The 
remaining half, together with the whole of the funds 
needed for new investment, had to be raised by borrowing 
— to the tune of more than £400m. — savings generated in 
other sectors of the economy. What would be thought 
of the future of any private enterprise that failed to 
provide even for the maintenance of capital? The contrast 
with private industry is very marked indeed. It seems 
clear that, in relation to their costs, the nationalised 
industries as a group have been fixing uneconomically 
low prices for their products ”. 
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Well, Sir, that is a criticism which 1 accept as just as 
regards the prices fixed by London Transport for their 
products. They have been fixed at a low rate which has 
produced, not any degree of self-financing but the reverse, 
deficits which have themselves to be financed. That 
criticism from that source is worthy of note, and this 
undertaking, London Transport, as I say, wishes to avoid 
the recurrence of that kind of state of affairs so far as 
it is concerned. Therefore, it goes back to the standpoint 
of 1950 and says: “We want to contribute, not only to 
Central Charges, not merely a small surplus, but a proper 
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surplus which will enable us to indulge in some degree 
of self-financing and stop this continuous borrowing, and 
certainly provide for the replacement of assets out of the 
undertaking.” 

That concludes what I have to say about the financial 
requirements, and I will be going on to deal with the way 
in which the £6m. which is wanted is proposed to be raised 
in this Scheme. But perhaps you might think that a 
convenient moment to adjourn? I think I will conclude 
my opening within half-an-hour or a little more in the 
morning, and I still hope we will finish by Monday night. 



( Adjourned until tomorrow morning at 10.45) 
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LONDON LINES OF BRITISH RAILWAYS 



EXHIBIT WW 11 



V 




Indication of current financial position and of position if proposed maximum charges applied in full 





£m. 


£m. 


£m. 


Passenger Receipts at present charges 






28 


Working Expenses 








Movement expenses 








Local trains 


14 






Contribution towards expenses of through trains ... 


2 






' 


— 


16 




Terminal and documentation expenses 




5i 




Track and signalling 








Total expenses of lines in London Areas of Southern and Eastern Regions, being lines which 








deal mainly with passenger traffics 


9 






Less: Contribution from freight and through passenger traffics 


3± 








5* 






Add: Contribution towards expenses of remaining lines in the London Area 


1 








— 


6i 




General Administration 




1 








— 


29 


Shortfall at present charges 






1 


Estimated yield if proposed maximum charges applied in full 






4i 


Net Receipts available towards Central Charges and Reserves 






3i 
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EXHIBIT BH 11 

LONDON AREA 



L.T.E. AND L.T. & S. ORDINARY SINGLE FARES COMPARISON OF EXISTING AND PROPOSED SCALES OF MAXIMUM ORDINARY SINGLE FARES FOR 

London Transport Executive Rail and Road Services and London Tilbury and Southend Lines 



Miles 

(Single Journey 
Distance) 

(1) 


Existing Scale 
See note (a) 

(2) 


Proposed Scale 
See note (o) 

(3) 


Col. (3) more 
than Col. (2) 
(Headroom) 

(4) 


Rate per mile 


Existing Scale 
(5) 


Proposed Scale 
(6) 




s. d. 


s. 


d. 


s. d. 


d. 


d. 


] 


3 




3 


— 


3-00 


3 00 


1L 


4 




5 


i 


2-67 


3-33 


2 


5 




5 


— 


2-50 


2-50 


3 


6 




7 


i 


2-00 


2-33 


4 


8 




9 


i 


2-00 


2-25 


5 


10 




11 


i 


2-00 


2-20 


6 


1 0 


1 


1 


i 


2-00 


2-17 


7 


1 2 


1 


3 


i 


2-00 


2-14 


8 


1 4 


1 


5 


i 


2-00 


2-13 


9 


1 6 


1 


7 


i 


2-00 


2-11 


10 


1 8 


1 


9 


i 


2-00 


210 


11 


1 10 


1 


11 


i 


2-00 


2-09 


12 


1 11 


2 


1 


2 


1-92 


2-08 


13 


2 1 


2 


3 


2 


1-92 


2-08 


14 


2 2 


2 


5 


3 


1 -86 


2-07 


15 


2 4 


2 


7 


3 


1-87 


2-07 


16 


2 5 


2 


9 


4 


1-81 


2-06 


17 


2 7 


2 


11 


4 


1 -82 


2-06 


18 


2 8 


3 


1 


5 


1 -78 


2-06 


19 


2 10 


3 


3 


5 


1 -79 


2-05 


20 


3 0 


3 


5 


5 


1 -80 


2-05 


21 


3 2 


3 


7 


5 


1 -81 


2-05 


22 


3 3 


3 


9 


6 


1-77 


2-05 


23 


3 5 


3 


11 


6 


1 -78 


2-04 


24 


3 6 


4 


1 


7 


1-75 


2-04 


25 


3 8 


4 


3 


7 


1-76 


2-04 


26 


3 9 


4 


5 


8 


1-73 


2-04 


27 


3 11 


4 


7 


8 


1-74 


2-04 


28 


4 0 


4 


9 


9 


1-71 


2-04 


29 


4 2 


4 


11 


9 


1-72 


2-03 


30 


4 3 


5 


1 


10 


1-70 


2-03 


31 


4 5 


5 


3 


10 


1 -71 


2-03 


32 


4 6 


5 


5 


11 


1-69 


2-03 


33 


4 8 


5 


7 


11 


1 -70 


2-03 


34 


4 9 


5 


9 


1 0 


1 -68 


203 


35 


4 11 


5 


11 


1 0 


1-69 


2-03 


36 


5 0 


6 


1 


1 1 


1-67 


2-03 


37 


5 2 


6 


3 


1 1 


i -68 


2-03 


38 


5 3 


6 


5 


1 2 


1 '66 


2-03 


39 


5 5 


6 


7 


1 2 


1 -67 


2-03 


40 


5 7 


6 


9 


1 2 


1 -68 


2-03 


41 


5 9 


6 


11 


1 2 


1-68 


2-02 


42 


5 10 


7 


1 


1 3 


1-67 


2-02 


43 


6 0 


7 


3 


1 3 


1 -67 


2-02 


44 


6 1 


7 


5 


1 4 


1 -66 


2-02 


45 


6 3 


7 


7 


1 4 


1-67 


2-02 


46 


6 4 


7 


9 


1 5 


1-65 


2-02 


47 


6 6 


7 


11 


1 5 


1-66 


2-02 


48 


6 7 


8 


1 


1 6 


1-65 


2-02 


49 


6 9 


8 


3 


1 6 


1 -65 


2-02 


50 


6 10 


8 


5 


1 7 


1 -64 


2-02 



Day Return Fares — The existing and proposed second class day return fares on London Lines of British Railways (other than 
L.T. & S. Lines) are double the London Transport ordinary single fares shown in Columns (2) and (3) above respectively except for the 
li miles fare in Column (2). 

Note: — (a) The existing and proposed scales shown in Columns (2) and (3) apply on Green Line coaches, except for distances from 
1 to 5 miles inclusive, when the coach fare is Is. Od. existing and Is. Id. proposed. 
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EXHIBIT BH 12 

LONDON AREA 

L.T.E. AND L.T. & S. ORDINARY SINGLE FARES 



Comparison of Existing and Proposed Scales of Maximum Ordinary Single Fares for London Transport Rail and Road Services 
and London, Tilbury and Southend Lines with the Corresponding Scale Authorised in the British Transport Commission 
(Passenger) Charges Scheme, 1952 



Miles 

(1) 


Single Fare 
Scales 


Increase 

Col. (3) over Col. (2) 


Proposed 
Single Fare 
Scale 

(6) 


Increase 

Col. (6) over Col. (2) 


2.3.52 

(2) 


Existing 

(3) 


Amount 

(4) 


Per cent. 
(5) 


Amount 

(7) 


Per cent. 
(8) 




s. d. 


s. d. 


d. 


Per cent. 


s. d. 


s. d. 


Per cent. 


1 


2 


3 


1 


50 


3 


i 


50 


li 


3 


4 


1 


33 


5 


2 


66 


2 


3 


5 


2 


66 


5 


2 


66 


3 


5 


6 


1 


20 


7 


2 


40 


4 


6 


8 


2 


33 


9 


3 


50 


5 


8 


10 


2 


25 


11 


3 


37 


6 


9 


1 0 


3 


33 


1 1 


4 


44 


7 


11 


1 2 


3 


27 


1 3 


4 


36 


8 


1 0 


1 4 


4 


33 


1 5 


5 


42 


9 


1 2 


1 6 


4 


29 


1 7 


5 


36 


10 


1 3 


1 8 


5 


33 


1 9 


6 


40 


11 


1 5 


1 10 


5 


29 


1 11 


6 


35 


12 


1 6 


1 11 


5 


28 


2 1 


7 


39 


13 


1 8 


2 1 


5 


25 


2 3 


7 


35 


14 


1 9 


2 2 


5 


24 


2 5 


8 


38 


15 


1 11 


2 4 


5 


22 


2 7 


8 


35 


16 


2 0 


2 5 


5 


21 


2 9 


9 


37 


17 


2 2 


2 7 


. 5 


19 


2 11 


9 


35 


18 


2 3 


2 8 


5 


19 


3 1 


10 


37 


19 


2 5 


2 10 


5 


17 


3 3 


10 


34 


20 


2 6 


3 0 


6 


20 


3 5 


11 


37 


21 


2 8 


3 2 


6 


19 


3 7 


11 


34 


22 


2 9 


3 3 


6 


18 


3 9 


1 0 


36 


23 


2 11 


3 5 


6 


17 


3 11 


1 0 


34 


24 


3 0 


3 6 


6 


17 


4 1 


1 1 


36 


25 


3 2 


3 8 


6 


16 


4 3 


1 1 


34 


26 


3 3 


3 9 


6 


15 


4 5 


1 2 


36 


27 


3 5 


3 11 


6 


15 


4 7 


1 2 


34 


28 


3 6 


4 0 


6 


14 


4 9 


1 3 


36 


29 


3 8 


4 2 


6 


14 


4 11 


1 3 


34 


30 


3 9 


4 3 


6 


13 


5 1 


1 4 


36 


35 


4 5 


4 11 


6 


11 


5 11 


1 6 


34 


40 


5 0 


5 7 


7 


12 


6 9 


1 9 


35 


45 


5 8 ' 


6 3 


7 


10 


7 7 


1 11 


34 


50 


6 3 


6 10 


7 


9 


8 5 


2 2 


35 


55 


6 11 


7 6 


7 


8 


9 3 


2 4 


34 


60 


7 6 


8 2 


8 


9 


10 1 


2 7 


34 


65 


8 2 


8 10 


8 


8 


10 11 


2 9 


34 


70 


8 9 


9 5 


8 


8 


11 9 


3 0 


34 


75 


9 5 


10 1 


8 


7 


12 7 


3 2 


34 


80 


10 0 


10 8 


8 


7 


13 5 


3 5 


34 
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EXHIBIT BH 13 

ROAD TRANSPORT UNDERTAKINGS WHO HAVE WITHDRAWN WORKPEOPLE’S FARES IN RECENT YEARS 

I. — Municipal Undertakings 



Date Date 



Aberdare 


January, 1953 


Leeds 


January, 1955 


Bodwas & Machen U.D.C 


1951 


Lincoln 


November, 1955 


Belfast 


July, 1956 


Maidstone 


September, 1955 


Birkenhead 


November, 1957 


Manchester 


December, 1957 


Blackpool 


April, 1956 


Merthyr Tydfil ... 


July, 1952 


Bolton 


November, 1955 


Middlesbrough ... 


November, 1957 


Bradford City ... ... ... 


December, 1952 


Newcastle upon Tyne ... 


January, 1956 


Burnley Colne and Nelson Joint Transport 




Newport Corporation 


February, 1952 


Committee 


August, 1953 


Oldham 


October, 1957 


Burton upon Trent 


February, 1955 


Pontypridd 


July, 1953 


Bury 


May, 1955 


Portsmouth 


October, 1954 


Caerphilly U.D.C 


November, 1952 


Ramsbottom U.D.C 


May, 1953 


Cardiff 


January, 1955 


Rawtenstall 


September, 1951 


Chester 


January, 1958 


Salford 


February, 1958 


Chesterfield 


October, 1951 


Southport 


April, 1955 


Darlington 


February, 1953 


South Shields 


April, 1956 


Derby 


October, 1957 


Stockton 


November, 1957 


Doncaster 


August, 1956 


Swindon 


February, 1956 


Edinburgh 


October, 1954 


Todmorden Joint Omnibus Committee 


March, 1953 


Halifax 


July, 1954 


Wallasey 


November, 1955 


Haslingden 


March, 1956 


West Monmouthshire 


February, 1953 


Huddersfield 


March, 1956 


Cleethorpes 


October, 1955 


Kingston upon Hull 


February, 1954 








II. — Companies 






Date 




Date 


Associated Bus Services (South Wales) 


February, 1952 


J. James and Sons 


February, 1952 


Brewers Motor Services (South Wales) 


February, 1952 


Mexborough and Swinton Traction Co. Ltd.... 


Early 1956 


Bristol Tramways and Carriage Co. Ltd. (in- 




Red and White Services 


February, 1952 


cluding Bristol City Services) 


March/May, 1955 


Rhondda Valley Transport Co. 


February, 1952 


Cheltenham and District Traction Co. Ltd. ... 


March, 1955 


South Wales Transport Co. 


February, 1952 


Crosville Motor Services (in South Wales 




Thames Valley Traction Co. Ltd 


April, 1955 


only) 


February, 1952 


United Welsh Services Ltd 


February, 1952 


Eastern National Omnibus Co. Ltd. (excluding 




Western Welsh Omnibus Co. Ltd 


February, 1952 


Borough of Southend and L.T. Area) 


July, 1954 


Wilts and Dorset Motor Services Ltd. 


October, 1952 


Hastings Tramways Co. 


September, 1954 


Yorkshire Woollen District Transport 


March, 1957 


Hebble Motor Services Ltd. ... 


March, 1955 


Yorkshire Traction Co. 


March, 1957 


Hicks Bros. Ltd. 


July, 1954 


Ribble Motor Services, Ltd 


June, 1957 
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EXHIBIT BH 14 

LONDON AREA 
SEASON TICKET RATES 

Comparison of Existing and Proposed Common Maximum Scales for Season Ticket Rates on London Transport 

Railways and London Lines of British Railways 



Cols. (5), (6) and (7) more than 





Miles 










Existing 














Proposed 








Cols. (2), (3) and (4) (Headroom) 


(Single Journey 




















































Distance) 
































i 


























1 Month 


3 Months 


1 Week 


1 Month 


3 Months 


1 Week 


1 Month 


3 Months 


1 Week 




(1) 






(2) 






(3) 






(4) 






(5) 






(6) 






(7) 




(8) 






(9) 




(10) 








£ 


s. 


d. 


£ 


s. 


d. 


£ 


s. 


d. 


£ 


s. 


d. 


£ 


s. 


d. 


£ 


s. 


d. 


£ s. 


d. 


£ 


s. 


d. 


£ s. d. 


1 






1 


0 


0 


2 


14 


0 




5 


6 


1 


0 


0 


2 


14 


0 




5 


6 


— 






— 




— 


2 






1 


4 


0 


3 


5 


0 




6 


9 


1 


6 


0 


3 


10 


3 




7 


3 


2 


0 




5 


3 


6 


3 






1 


8 


0 


3 


15 


9 




7 


9 


1 


11 


0 


4 


3 


9 




8 


9 


3 


0 




8 


0 


1 0 


4 






1 


12 


0 


4 


6 


6 




9 


0 


1 


16 


0 


4 


17 


3 




10 


0 


4 


0 




10 


9 


1 0 


5 






1 


16 


0 


4 


17 


3 




10 


0 


2 


1 


0 


5 


10 


9 




11 


6 


5 


0 




13 


6 


1 6 


6 






2 


0 


0 


5 


8 


0 




11 


0 


2 


6 


0 


6 


4 


3 




12 


9 


6 


0 




16 


3 


1 9 


7 






2 


4 


0 


5 


19 


0 




12 


3 


2 


11 


0 


6 


17 


9 




14 


3 


7 


0 




18 


9 


2 0 


8 






2 


8 


0 


6 


9 


9 




13 


3 


2 


16 


0 


7 


11 


3 




15 


6 


8 


0 


1 


1 


6 


2 3 


9 






2 


11 


6 


6 


19 


3 




14 


3 


3 


1 


0 


8 


4 


9 




17 


0 


9 


6 


1 


5 


6 


2 9 


10 






2 


15 


0 


7 


8 


6 




15 


3 


3 


6 


0 


8 


18 


3 




18 


3 


11 


0 


1 


9 


9 


3 0 


11 






2 


18 


6 


7 


18 


0 




16 


3 


3 


10 


0 


9 


9 


0 




19 


3 


11 


6 


1 


11 


0 


3 0 


12 






3 


1 


6 


8 


6 


3 




17 


0 


3 


14 


0 


10 


0 


0 


1 


0 


6 


12 


6 


1 


13 


9 


3 6 


13 






3 


4 


6 


8 


14 


3 




17 


9 


3 


18 


0 


10 


10 


9 


1 


1 


6 


13 


6 


1 


16 


6 


3 9 


14 






3 


7 


6 


9 


2 


3 




18 


9 


4 


2 


0 


11 


1 


6 


1 


2 


9 


14 


6 


1 


19 


3 


4 0 


15 






3 


10 


6 


9 


10 


6 




19 


6 


4 


6 


0 


11 


12 


3 


1 


3 


9 


15 


6 


2 


1 


9 


4 3 


16 






3 


13 


6 


9 


18 


6 


1 


0 


3 


4 


10 


0 


12 


3 


0 


1 


4 


9 


16 


6 


2 


4 


6 


4 6 


17 






3 


16 


6 


10 


6 


9 


1 


1 


3 


4 


14 


0 


12 


14 


0 


1 


6 


0 


17 


6 


2 


7 


3 


4 9 


18 






3 


19 


6 


10 


14 


9 


1 


2 


0 


4 


18 


0 


13 


4 


9 


1 


7 


0 


18 


6 


2 


10 


0 


5 0 


19 






4 


2 


6 


11 


2 


9 


1 


2 


9 


5 


2 


0 


13 


15 


6 


1 


8 


3 


19 


6 


2 


12 


9 


5 6 


20 






4 


5 


0 


11 


9 


6 


1 


3 


6 


5 


6 


0 


14 


6 


3 


1 


9 


3 


1 1 


0 


2 


16 


9 


5 9 


21 






4 


7 


6 


11 


16 


3 


1 


4 


3 


5 


10 


0 


14 


17 


0 


1 


10 


3 


1 2 


6 


3 


0 


9 


6 0 


22 






4 


9 


6 


12 


1 


9 


1 


4 


9 


5 


14 


0 


15 


8 


0 


1 


11 


6 


1 4 


6 


3 


6 


3 


6 9 


23 






4 


11 


6 


12 


7 


3 


1 


5 


3 


5 


18 


0 


15 


18 


9 


1 


12 


6 


1 6 


6 


3 


ii 


6 


/ 3 


24 






4 


13 


3 


12 


12 


0 


1 


5 


9 


6 


2 


0 


16 


9 


6 


1 


13 


9 


1 8 


9 


3 


17 


6 


8 0 


25 






4 


15 


0 


12 


16 


6 


1 


6 


3 


6 


6 


0 


17 


0 


3 


1 


14 


9 


1 11 


0 


4 


3 


9 


8 6 


26 






4 


16 


9 


13 


1 


3 


1 


6 


9 


6 


9 


3 


17 


9 


0 


1 


15 


9 


1 12 


6 


4 


7 


9 


9 0 


27 






4 


18 


6 


13 


6 


0 


1 


7 


3 


6 


12 


6 


17 


17 


9 


1 


16 


6 


1 14 


0 


4 


11 


9 


9 3 


28 






5 


0 


3 


13 


10 


9 


1 


7 


9 


6 


15 


9 


18 


6 


9 


1 


17 


6 


1 15 


6 


4 


16 


0 


9 9 


?9 






5 


1 


0 


13 


15 


6 


1 


8 


3 


6 


19 


0 


IS 


15 


6 


1 


18 


3 


1 17 


0 


5 


0 


0 


10 0 


30 






5 


3 


9 


14 


0 


3 


1 


8 


9 


7 


2 


3 


19 


4 


3 


1 


19 


3 


1 18 


6 


5 


4 


0 


10 6 


31 






5 


5 


6 


14 


5 


0 


1 


9 


3 


7 


5 


6 


19 


13 


0 


2 


0 


3 


2 0 


0 


5 


8 


0 


11 0 


32 






5 


7 


3 


14 


9 


9 


1 


9 


6 


7 


8 


9 


20 


1 


9 


2 


1 


0 


2 1 


6 


5 


12 


0 


1 1 6 


33 






5 


9 


0 


14 


14 


6 


1 


10 


0 


7 


12 


0 


20 


10 


6 


2 


2 


0 


2 3 


0 


5 


16 


0 


12 0 


34 






5 


10 


9 


14 


19 


3 


1 


10 


6 


7 


15 


3 


20 


19 


3 


2 


2 


9 


2 4 


6 


6 


0 


0 


12 3 


35 






5 


12 


6 


15 


3 


9 


1 


11 


0 


7 


18 


6 


21 


8 


0 


2 


3 


9 


2 6 


0 


6 


4 


3 


12 9 


36 






5 


14 


3 


15 


8 


6 


1 


11 


6 


8 


1 


9 


21 


16 


9 


2 


4 


6 


2 7 


6 


6 


8 


3 


13 0 


37 






5 


16 


0 


15 


13 


3 


1 


12 


3 


8 


5 


0 


22 


5 


6 


2 


5 


6 


2 9 


0 


6 


12 


3 


13 3 


38 






5 


17 


9 


15 


18 


0 


1 


12 


9 


8 


8 


3 


22 


14 


6 


2 


6 


6 


2 10 


6 


6 


16 


6 


13 9 


3Q 






5 


19 


6 


16 


2 


9 


1 


13 


9 


8 


11 


6 


23 


3 


3 


2 


7 


3 


2 12 


0 


7 


0 


6 


13 6 


40 






6 


1 


3 


16 


7 


6 


1 


14 


3 


8 


14 


9 


23 


12 


0 


2 


8 


3 


2 13 


6 


7 


4 


6 


14 0 


'll 






6 


3 


0 


16 


12 


3 


1 


15 


3 


8 


17 


9 


24 


0 


0 


2 


9 


0 


2 14 


9 


7 


7 


9 


13 9 


/P 






6 


4 


9 


16 


17 


0 


1 


15 


9 


9 


0 


9 


24 


8 


3 


2 


9 


9 


2 16 


0 


7 


11 


3 


14 0 


d3 






6 


6 


6 


17 


1 


9 


1 


16 


9 


9 


3 


9 


24 


16 


3 


2 


10 


9 


2 17 


3 


7 


14 


6 


14 0 


44 






6 


8 


3 


17 


6 


6 


1 


17 


3 


9 


6 


9 


25 


4 


3 


2 


11 


6 


2 18 


6 


7 


17 


9 


14 3 


45 






6 


10 


0 


17 


11 


0 


1 


18 


3 


9 


9 


9 


25 


12 


6 


2 


12 


3 


2 19 


9 


8 


1 


6 


14 0 


46 






6 


11 


9 


17 


15 


9 


1 


18 


9 


9 


12 


9 


26 


0 


6 


2 


13 


3 


3 1 


0 


8 


4 


9 


14 6 


47 






6 


13 


6 


18 


0 


6 


1 


19 


9 


9 


15 


9 


26 


8 


9 


2 


14 


0 


3 2 


3 


8 


8 


3 


14 3 


"18 






6 


15 


3 


18 


5 


3 


2 


0 


3 


9 


18 


9 


26 


16 


9 


2 


14 


9 


3 3 


6 


8 


11 


6 


14 6 


^C) 






6 


17 


0 


18 


10 


0 


2 


1 


3 


10 


1 


9 


27 


4 


9 


2 


15 


6 


3 4 


9 


8 


14 


9 


14 3 


50 






6 


18 


9 


18 


14 


9 


2 


1 


9 


10 


4 


9 


27 


13 


0 


2 


16 


6 


3 6 


0 


8 


18 


3 


14 9 



Note: The above rates are second class. First class rates (British Railways only), existing and proposed are 50 per cent, above 
second class. 
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Note: The allowances for loss or drop back of traffic used in calculating the discounted yields are shown on Exhibit BH 16. 
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* Applied to outward early morning journeys and to corresponding number of return journeys at ordinary fares. 

Note . — Weekly tickets on Country Buses are issued at 9 times the ordinary single fare. Where the ordinary fare has been increased by Id., 9d. has been added, and where ordinary fare has been increased by 
2d., Is. 6d. has been added. 
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LONDON TRANSPORT EXECUTIVE 



EXHIBIT BH 17 



Estimated Passenger Traffic Receipts (after Clearances)— year 1958 compared with Budget 



All Services 



Week ended 


Weekly Figures 


Cumulative Figures 


Budget 


Actual 

Receipts 


Deviation 

from 

Budget 


Budget 


Actual 

Receipts 


Deviation from Budget 


Amount 


Per cent. 




£000 


£000 


£000 


£000 


£000 


£000 


Per cent. 


January 5 


1,524 


1,530 


+ 6 


1,524 


1,530 


+ 6 


+ -4 


12 


1,523 


1,563 


+ 40 


3,047 


3,093 


46 


+ 1-5 


19 


1,526 


1,546 


+ 20 


4,573 


4,639 


+ 66 


+ 1-4 


26 


1,527 


1,515 


12 


6,100 


6,154 


+ 54 


+ -9 


February 2 


1,503 


1,550 


+ 47 


7,603 


7,704 


4- 101 


+ 1-3 


9 


1,495 


1,527 


+ 32 


9,098 


9,231 


+ 133 


+ 1-5 


16 


1,492 


1,581 


+ 89 


10,590 


10,812 


+ 222 


+ 2-1 


23 


1,512 


1,554 


+ 42 


12,102 


12,366 


+ 264 


+ 2-2 


March 2 


1,556 


1,558 


+ 2 


13,658 


13,924 


+ 266 


+ 1-9 


9 


1,570 


1,565 


5 


15,228 


15,489 


+ 261 


+ 1-7 


16 


1,592 


1,580 


12 


16,820 


17,069 


+ 249 


+ 1-5 


23 


1,591 


1,552 


39 


18,411 


18,621 


+ 210 


+ M 


30 


1,590 


1,585 


- 5 


20,001 


20,206 


+ 205 


+ 1 -0 


April 6 Good Friday 


1,553 


1,442 


111 


21,554 


21,648 


94 


+ -4 


13 Easter Monday 


1,572 


1,495 


77 


23,126 


23,143 


+ 17 


+ -1 


20 


1,603 


1,603 


— 


24,729 


24,746 


17 


+ -1 


27 


1,611 


1,598 


- 13 


26,340 


26,344 


+ 4 




May 4 


1,631 


1,639 


8 


27,971 


27,983 


12 





11 


1,623 


565 


- 1,058 


29,594 


28,548 


- 1,046 


- 3-5 


18 


1,618 


568 


- 1,050 


31,212 


29,116 


- 2,096 


6-7 


25 


1,629 


585 


- 1,044 


32,841 


29,701 


- 3,140 


- 9-6 


June 1 Whit Monday 


1,635 


555 


- 1,080 


34,476 


30,256 


- 4,220 


- 12-2 


8 


1,601 


571 


-1,030 


36,077 


30,827 


- 5,250 


- 14-6 


15 


1,597 


565 


- 1,032 


37,674 


31,392 


- 6,282 


- 16-7 


22 


1,603 


756 


- 847 


39,277 


32,148 


- 7,129 


- 18-2 


29 


1,606 


1,437 


- 169 


40,883 


33,585 


- 7,298 


17-9 


July 6 


1,613 


1,476 


137 


42,496 


35,061 


- 7,435 


- 17-5 


13 


1,594 


1,469 


- 125 


44,090 


36,530 


- 7,560 


17-1 


20 


1,591 


1,493 


98 


45,681 


38,023 


- 7,658 


- 16-8 


27 


1,596 


1,486 


- 110 


47,277 


39,509 


- 7,768 


- 16-4 


August 3 ... 


1,609 


1,523 


86 


48,886 


41,032 


- 7,854 


- 16-1 


10 August Monday 


1,561 


1,481 


- 80 


50,447 


42,513 


- 7,934 


15-7 


17 


1,561 


1,515 


- 46 


52,008 


44,028 


- 7,980 


- 15-3 


24 


1,560 


1,459 


- 101 


53,568 


45,487 


8,081 


- 15-1 


31 


1,588 


1,538 


50 


55,156 


47,025 


8,131 


- 14-7 


September 7 


1,591 


1,543 


48 


56,747 


48,568 


- 8,179 


- 14-4 


14 


1,592 


1,545 


47 


58,339 


50,113 


- 8,226 


- 14-1 


21 


1,616 


1,535 


81 


59,955 


51,648 


- 8,307 


- 13-9 


28 


1,612 


1,539 


73 


61,567 


53,187 


- 8,380 


- 13-6 


October 5 


1,600 


1,530 


70 


63,167 


54,717 


- 8,450 


- 13-4 


12 


1,604 


1,544 


- 60 


64,771 


56,261 


- 8,510 


- 13-1 


19 


1,584 


1,526 


58 


66,355 


57,787 


- 8,568 


- 12-9 


26 


1,605 


1,559 


46 


67,960 


59,346 


- 8,614 


- 12-7 


November 2 


1,590 


1,563 


- 27 


69,550 


60,909 


- 8,641 


- 12-4 


9 


1,581 


1,542 


39 


71,131 


62,451 


- 8,680 


- 12-2 


16 


1,566 


1,503 


63 


72,697 


63,954 


- 8,743 


- 12-0 


23 


1,557 


1,500 


57 


74,254 


65,454 


- 8,800 


- 11-9 


30 


1,588 


1,501 


87 


75,842 


66,955 


- 8,887 


- 11,7 


December 7 


1,632 


1,506 


126 


77,474 


68,461 


- 9,013 


- 11-6 


14 


1,645 






79,119 








21 


1,642 






80,761 








28 Christmas 


1,259 






82,020 








29-31 (3 days) 


679 






82,699 








Less 2 days — 30-31 Dec., 1957 


459 






82’240 








Total 1958 


82,240 






82,240 









Notes: Road Services strike— 5th May to 20th June inclusive. 

Reductions in road service mileage— 20th August and 26th November. 

Revision of substandard fares— 10th August— budget increased from original figure of £82,100,000 to £82,240,000. 
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EXHIBIT PJ 11 


LONDON TRANSPORT 


Financial Position in 1957, 1958 (Budget) and 

Item 


1959 (Budget) 


1958 


1959 


No. 


1957 


( Budget ) 


(Budget) 




GO 


(2) 


(5) 




£m. 


£m. 


£m. 


Gross receipts 


1 ' Passenger 


82-5 


82-1 


Its • 3 


2 Miscellaneous 


0-5 


0-5 


0-6 


3 


83-0 


82-6 


78-9 


4 Working expenses (including depreciation or renewals) 


78-7 


78-4 


75-3 


5 Net traffic receipts 


4-3 


4-2 


3-6 


Add: 


6 Net receipts from commercial advertising, letting of sites, etc. 


1-4 


1-3 


1 -4 


7 Total net receipts 


5-7 


5-5 


5-0 


8 Minimum contribution to Commission’s central charges 


5-5 


6-0 


6-0 


9 Surplus (+) or deficit (— ) 


+0-2 


-0-5 


-1 -0 


Note: The accumulated deficit of net receipts in relation to the minimum 


contribution to the Commission’s central charges to the end of 1957 was 


£15£ m. 







LONDON TRANSPORT 

Summary of Changes in Financial Position between 

(1) 1957 and 1958 (Budget) 

AND BETWEEN 

(2) 1958 (Budget) and 1959 (Budget) 



Item 

No. 



Working Expenses : 

Changes in wage rates and conditions of service and in price levels : 

1 Wage rates and conditions of service ... 

2 National insurance, superannuation and pensions 

3 Price levels of coal, purchased current, fuel oil for road vehicles (including duty), tyres 

and general commodities 

4 Net increase in wages, etc., and prices ' 

5 Local rates •• ••• . . . , . , , , , ... ... ... . . . . . . 

6 Variation (excluding reduction arising from mileage changes) in volume of maintenance 

work ... ... • • • • • • • • • • • • • ■ • • • • . • • • . • • • 

7 Depreciation (excluding reduction arising from mileage changes included in Item 10 below) 

8 Other items 

9 Net increase in expenses — before allowing for effects of mileage changes 

Deduct : 

10 Savings including maintenance and depreciation, arising from mileage changes 

1 1 Net saving in Working Expenses 

Traffic Receipts: 

Estimated yield of fares increases : 

12 September, 1957 

13 August, 1958 (substandard fares revision) 

14 Elimination of special items affecting receipts, for year 1957 (petrol rationing— £1 • 5m. ; 

loss due to influenza epidemic + £0-2m.) 

15 Effect of mileage changes 

16 Traffic losses due to declining trend and (Col. 2) strike 

17 Other items 

18 Total reduction in traffic receipts 

19 Net Traffic Receipts— reduction 

20 Commercial advertising and letting of sites (net receipts) 

21 Reduction in Net Receipts 



EXHIBIT PJ 12 



1958 ( Budget ) 
more (+) or 
less (— ) than 
1957 
(1) 

£m. 


1959 ( Budget ) 
more (+) or 
less (— ) than 
1958 ( Budget ) 
{2) 

£m. 


+ 0-4 


+ 1-6 
+ 0-2 


- 0-4 


- 0-2 


— 


+ 1-6 
+ ON 


+ 0-4 
- 0-1 
- 0-1 


- 0-4 

- 0-1 


+ 0-2 


+ 1-2 


- 0-5 


- 4-3 


- 0-3 


- 3-1 


+ 1-8 


+ 0-3 


- 1-3 

- 0-1 
- 0-7 

0-1 


- 0-6 
- 3-6 
+ 0-2 


- 0-4 


- 3-7 


01 

- 0-1 


- 0-6 
+ 0-1 


- 0-2 


- 0-5 
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LONDON TRANSPORT 



EXHIBIT PJ 13 



Car Mileage 



Item 

No. 




1957 


1958 
(. Budget ) 


1959 

(Budget) 


1958 (Budget) 
more (+) or 
less (— ) than 
1957 


1959 (Budget) 
more (+) or 
less (— ) than 
1958 ( Budget ) 


1 


Total car mileage 

Road Services 


(D 

Millions 

382-3 


(2) 

Millions 

378-7 


(5) 

Millions 

346-7 


(4) 

Millions 
- 3-6 


(5) 

Millions 

-32-0 


2 


Railways 


209-1 


202-8 


194-8 


- 6-3 


- 8-0 


3 


Total 


591-4 


581-5 


541-5 


- 9-9 


-40-0 


4 


Analysis of changes 

Road Services 
Planned service reductions 








- 3-9 


-36-0 


5 


New and improved services 








+ 1-0 


- 0-2 


6 


Reduction in lost mileage 


* 






+ 0-4 


+ 4-3 


7 


Fuel rationing changes eliminated 








+ 4-2 


— 


8 


Other variations 








- 0-3 


- 0-1 


9 


Net change — Road Services ... 








- 3-6 


-32-0 


10 


Railways 

Planned service reductions 








- 0-5 


- 8-0 


11 


Improved services 








+ M 


+ 0-2 


12 


Variations in lost mileage 








+ 0-3 


+ 0-1 


13 


Fuel rationing changes eliminated 








- 7-3 


— 


14 


Other variations 








+ 0-1 


- 0-3 


15 


Net change — Railways 








- 6-3 


- 8-0 




LONDON TRANSPORT 

Summary of Financial Results for 10 Years 1948-1957 










EXHIBIT PJ 1 


Item 


No. 




1948 

£m. 


1949 

£m. 


1950 

£m. 


1951 

£m. 


1952 

£m. 


1953 

£m. 


1954 

£m. 


1955 

£m. 


1956 

£m. 


1957 

£m. 


1 

2 


Net traffic receipts (VI-5 and VI-6) 
Add commercial advertising, letting 
of sites, etc. (VI- 12 and 13, 1948 
to 1955) (VI-13 and 14, 1956 and 


5-9 


3-7 


1-7 


- 1-6 


1 -0 


0-6 


2-3 


3-5 


3-0 


4-3 




1957) 


1-5 


1-5 


1-4 


1 -5 


1 -3 


1-4 


1-5 


1-5 


1 -5 


1 -4 


3 

4 


Total net receipts 

Deduct contribution to central 


7-4 


5-2 


3-1 


- 0-1 


2-3 


2-0 


3-8 


5-0 


4-5 


5-7 




charges 


5-4 


5-4 


5-4 


5-4 


5-4 


5-4 


5-5 


5-5 


5-5 


5-5 


5 


Surplus (+) or Deficit (— ) 


+ 2-0 


- 0-2 


- 2-3 


- 5-5 - 


3-1 


- 3-4 


- 1-7 


- 0-5 


- 1-0 


+ 0-2 



6 Accumulated surplus (+) or delict 
(-) 



+ 2-0 + 1-8 - 0-5 - 6-0 - 9-1 -12-5 -14-2 -14-7 -15-7 -15-5 
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CURRENT STAGE CARRIAGE FARES 



EXHIBIT RHW 11a 





For 

Minimum 

Distance 


Single Fare: Rate per Mile 


For 


Return Fares 
where in issue 
as multiple of 
Single Fare 


Company 


For 

5 Miles 


For 

10 Miles 


For 

25 Miles 


Maximum 

Distance 




d. 


d. 


d. 


d. 


d. 




A 


2-5 

(■8 mile) 


1-7 


1 -5 


1 -3 


1-1 

(59 miles) 


1# 


B 


2-9 

( • 65 mile) 


2-0 


1 -7 


1 -4 


1-0 

(78 miles) 


Varying 


C 


6-1 

( ■ 33 mile) 
2-5 

(1 mile) 


1 -4 


1-2 




1-1 

(12 miles) 




D 


3-3 


(a) 2-2 


(.a) 1-8 


(«) 1-3 


(«) 1-2 


If 




( • 6 mile) 


(6)2-4 


(6) 1-9 


(6) 1-5 


(6) 1 -4 

(Over 25 miles) 


If 


E 


(c) 2-9 
(•7 mile) 


(c) 2-2 


(c) 2-0 


(c) 1-8 


(c) 1-8 
(33 miles) 


U 




(d) 2-5 
( ■ 8 mile) 


(d) 2-0 


(fO L8 


(d) 1-8 


(d) 1-8 
(34 miles) 


If 



(a) Lowest Route Scale. (6) Highest Route Scale. (c) Urban Routes. (d) Country Routes. 



EXHIBIT RHW lib 

SELECTION OF CURRENT EXPRESS COACH FARES PER MILE 







Weekday 


Week-emd 


Sunday 




Estimated 














Distance 


Single 


Period 


Single 


Period 


Period 






Return 




Return 


Return 




Miles 


d.p.m. 


d.p.m. 


d.p.m. 


d.p.m. 


d.p.m. 


Lotidon to 






1-2 


1-6 

1-2 


1-3 

1-0 

1-6 




Birmingham 


110 


1-5 


— 


Blackpool 


228 


1-0 


0*9 




Bournemouth 


104 


1-5 


1-3 


1 -7 


1 • 6 


Glasgow 


394 


1 -2 


1 -2 


1-4 

1-8 

1-9 


1-1 

1-6 

1-7 




Liverpool ... 

Plymouth 


197 

211 


1 -2 
1 -5 


1-0 

1-3 

1-5 


1-5 


Worthing 


58 


1-8 




Manchester to 


163 


2-3 


1-6 








Bristol 


— 






Bristol (Through Summer Service) 


161 


1-8 


1 -2 


2-1 


1 -4 
1-7 
1 -6 


~ 


Cambridge (via Cheltenham) 


231 


1 -9 


1 *4 
1-4 


1 • 6 
1-6 


Stratford-on-Avon (via Cheltenham) ... 


145 


2-0 


2-1 


Newcastle-on-Tvne to 


154 


1-5 


1-3 








Liverpool 








Norwich to 






1-4 


2-0 






Bristol 


208 


1-6 


1 -7 


1 -6 


Oxford to 

Brighton 


96 


1-7 


1 -6 


1-9 


1-8 


1-7 


Plymouth to 

Edinburgh 


482 


1-6 


1-3 


1-8 


1-4 


1-4 
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CURRENT UNITED KINGDOM AIR FARES 


EXHIBIT RHW 11c 





Distance 


First Class 


Tourist 


Cheapest 

Period 






Single 


Return 


Single 


Return 


Return 






Miles 


d.p.m. 


d.p.m. 


d.p.m. 


d.p.m. 


d.p.m. 




London to 














(Nov./March) 
Certain days 


Belfast 


322 


6-6 


6-0 


5-6 


5-0 


3-0 


Dublin 


279 


— 


— 


7-1 


6-4 


4-7 


(Night Tourist 
only) 

(Nov./March) 
Certain days 


Edinburgh 


332 


5-6 


5 '0 


4-7 


4-2 


2-5 


Glasgow 


342 


6-2 


5-6 


5-3 


4-7 


2-8 


(Nov./March) 
Certain days 


Jersey 


162 


— 


— 


10-7 


9-7 


6-5 


(June/Oct.) 
Certain days 


Manchester 


151 


— 


— 


8-3 


7-5 


4-4 


(Nov. /March) 
Certain days 


Glasgow to 














(Nov./May) 


Inverness 


166 


— 


— 


4-8 


4-3 


3-6 


Aberdeen to 














(Nov./March) 
Ticket valid 
8 days 


Manchester 


350 






5-7 


5-1 


3-7 


Birmingham to 














Ticket valid 
15 days 


Manchester 


65 






8-9 


1-9 


6-5 



EXHIBIT RHW 12 



BRITISH RAILWAYS 
Fare Levels 1938 and 1948 to 1958 in Constant (1948) Money Values 




Pence 

per 

Mile 



Cht R®u. D.O. B.T.C. 
S apt 1958 



NOTE: Money values standardi&cd on Index of 

Prices of consumers expenditure. 
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EXHIBIT RHW 13 

BRITISH RAILWAYS 

DISCOUNTS ALLOWED FOR MONTHLY SEASON TICKETS 

Proposed maximum scale of monthly season ticket rates compared 
with proposed maximum ordinary fare of 3d. per mile 



LENGTH OF JOURNEY - MILES 




(87320) Wt. 68885— 
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